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Editorial Comment 
PREPARING FOR A RETURN TO NORMALCY 


prophecy are hazardous at all 

times and never more so than at 
present. Without any disposition to 
enter this speculative realm, it may be 
pointed out that, apparently, the stage 
is being set for the return of conditions 
—perhaps at a remote date—generally 
considered as more normal. Already 
something has been done. The work of 
the Reconstruction Finance Corpora- 
tion has, without question, aided in 
bridging over a very difficult situation 
for the railways, the banks and the 
farms. Whether the relief already af- 
forded and that still to be given will be 
sufficient to establish a permanent re- 
covery, time alone can tell. But, at any 
rate, something like a complete break- 
down has been warded off. 

The liberal credit policy of the Fed- 
eral Reserve has, thus far, proved effec- 
tive only in part. Indebtedness of mem- 
ber banks has been greatly reduced and 
they have been put in possession of 
ample funds for lending or investing. 
But, in the latter respect, which is the 
most important objective, the policy has 
not been made effective. To accomplish 
this aim committees of leading bankers 
and industrialists have been formed at 
the principal financial centers. Their 
purpose is to find means whereby the 
released funds may be safely and profit- 
ably employed. Until quite recently the 
banking situation was such that banks 
were reluctant either to lend or to make 
further investments because of the pos- 
sibility that they might be called on at 
any time to use their liquid funds in 
meeting calls from anxious depositors. 
In this respect the situation has changed 
for the better. We seem to have passed 
out of the era when there was more or 


E peevtesy a into the realm of 


less distrust of banks in general. Con- 
fidence in the banks is practically re- 
stored. Not only so, but the member 
banks are well out of debt to the Fed- 
eral Reserve and now have abundant 
reserves for lending and investing. The 
committees to which reference has been 
made, composed as they are of men of 
experience, should be able to render help 
in the gradual direction of banking 
funds into safe and profitable channels. 

A further and most important step in 
the same direction is the formation of a 
bankers’ pool in New York with an 
initial fund of $100,000,000 to engage 
in the purchase of sound bonds. This 
wise action at its very inception exer- 
cised a stimulating effect upon a stagnant 
bond market. 

For months the country has been ring- 
ing with the cry, “balance the budget.” 
Important as it is to have the Govern- 
ment finances in equilibrium, it is quite 
possible that, from an actual standpoint, 
the urgency of action by Congress was 
unduly emphasized. But, however that 
may be, Congress has at last enacted the 
legislation considered necessary for mak- 
ing income equal outgo. Apprehension 
from this source is therefore relieved. 

These changes are calculated to dissi- 
pate gloom and hysteria and afford a 
clearer atmosphere in which to view the 
future. 

Indications point to the convoking of 
an international economic conference at 
London, which may afford the nations 
of the world an opportunity of display- 
ing some actual co-operation, about 
which there has been a surfeit of talk 
in recent years. The result of the de- 
liberations of the Lausanne conference 
on reparations is unknown at the time 
this was written. 
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The foregoing may not show that we 
are out of the woods or have turned the 
corner, but should offer ground for be- 
lieving that at least some rather impor- 
tant steps have been taken looking to- 
ward the restoration of better conditions 
whenever public hysteria has subsided 
and the people come to realize the part 
they themselves must play in ending this 
too-long-continued depression. 


HARMFUL LEGISLATION 
PROPOSED 


ONSERVATIVE people, — in 
( which class bankers generally 


may be placed, are disposed to 
deprecate changes of any sort. This 
applies to banking legislation particu- 
larly. The banker accustomed to 
operate under a known set of laws fears 
that any alteration of them may result 
in injury to his own institution or give 
to his rivals an advantage in which he 
may not share. It is a matter of record 
that there was widespread hostility 
among bankers to the Federal Reserve 
Act when it was at first proposed. Once 
the measure was fairly in operation this 
attitude was completely reversed. 

Two measures have been before Con- 
gress recently that are of profound in- 
terest to the bankers of the country. 
One of them—the Steagall bill for in- 
suring bank deposits—passed the House 
without a record vote. The deposit- 
guaranty bill would obtain the $1,000,- 
000,000 for its operation in the follow- 
ing manner: $150,000,000 from the 
Treasury as a recoupment of the fran- 
chise taxes paid by Federal Reserve 
banks; $150,000,000 “contribution” 
from the surplus of these banks; $100,- 
000,000 assessment upon member banks, 
with an additional $100,000,000 annu- 
ally if found necessary; $500,000,000 
loan from the Reconstruction Finance 
Corporation. 

Without traversing again the well- 
worn ground of deposit-guaranty, it 
must be obvious that the members of the 
Federal Reserve would never consent to 
pay out such huge sums of their share- 
holders’ money for bolstering up weak, 


dishonest and reckless banks. They 
would leave the system first. And, as 
Mr. McFadden, the former chairman of 
the House Banking and Currency Com- 
mittee, declared, this measure, if passed, 
would strike a death blow at the Federal 
Reserve System. It is not believed that 
the Senate will pass the bill, or that if 
it should be passed the President would 
sign such a monstrous proposal. But 
the fact that it passed the House should 
give bankers concern and cause them to 
keep watch over the future. 

Another measure—the Glass bill to 
extend the circulation privilege to all 
United States bonds—while offering to 
the banks a possible source of increased 
profit, should nevertheless meet with 
their condemnation. Senator Glass, in 
offering this bill, is reported as saying 
that he did not consider it necessary, 
but that he preferred this direct method 
of inflation to other forms that had been 
proposed or were being employed. 

If all issues of bonds were made avail- 
able as the basis for national bank notes, 
instead of the limited amount of 2 per 
cents. that now may be so used, the na- 
tional bank note circulation could be 
increased by nearly $1,000,000,000. It 
is contended that the circulation would 
be issued only in response to the de- 
mands of trade. Such a motive does 
not govern the issue of a bond-secured 
currency. It is issued for profit, and 
the determining factors are the prices of 
bonds, their interest yield, cost of en- 
graving the notes, and the rate for loans. 
Of course, if the notes will not stay out, 
the banks could not reap a profit. But 
they would probably stay in circulation. 
And for this reason: the member banks, 
finding they could issue their own notes 
at a profit, instead of obtaining cur- 
rency as at present by rediscounting at 
the Federal Reserve, would force their 
own notes into circulation, thus displac- 
ing an equal volume of Federal Reserve 
notes. 

The attempt which the Federal Re- 
serve Act made to replace bond-secured 
national bank notes by a circulation 
based on coin and commercial paper has 
been but partially successful. Further 
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efforts in that direction will be hindered if 
not entirely nullified by making all issues 
of United States bonds available as a 
basis for the issue of national bank notes. 


THE MALDISTRIBUTION OF 
GOLD 


UR foreign friends have been for 
C) some time very fond of lectur- 
ing this country and France as 
being the chief offenders in bringing 
about the maldistribution of gold. So 
far as this country is concerned the re- 
proach is rapidly losing its force. At 
the present rate of outflow of the metal 
to Europe we shall soon have very little 
of it left. France, Holland, Switzerland 
—and possibly England—will hereafter 
have to bear the brunt of the criticism 
heretofore aimed at the United States. 
In criticising the large accumulation 
of gold in this country the assumption 
has been common that it was due to our 
inordinate greed for the yellow metal. 
We put up a high tariff wall and refused 
to take goods from our debtors and in- 
sisted on receiving gold. But this criti- 
cism overlooks the fact that, on repara- 
tions account, we furnished to Germany 
in the shape of loans by far the larger 
part of the funds used in making such 
payments. It also ignores the further 
fact that a considerable portion of our 
published gold stock never really be- 
longed to the United States but to other 
countries which had lodged it here be- 
cause it was considered one of the safest 
places in the world for it, that it could 
earn a greater profit here than else- 
where, or that it could be used for 
foreign exchange cover by countries on 
the gold-exchange standard. Now that 
some if not all these conditions have 
been reversed gold has been exported 
at a rate quite or altogether unprece- 
dented. 

There are at least three monetary uses 
for gold here. In the first place, gold 
certificates are required to be covered to 
the extent of 100 per cent. But as gold 
certificates come into the Federal Re- 
serve banks, they can be replaced in the 
circulation by Federal Reserve notes re- 


quiring a gold cover of only 40 per cent. 
Another legal requirement is that the 
Federal Reserve deposits must be cov- 
ered by a reserve of 35 per cent. in gold. 
Much argument is current that this 
latter requirement is unnecessary, and 
that gold need only be held as cover for 
the circulation, so that the metal may 
be furnished by the banks of issue for 
export purpose. This is a view that does 
not receive the assent of our best bank- 
ing authorities, who hold that a substan- 
tial gold cover is necessary as a restraint 
of credit expansion. 

It is extremely doubtful whether the 
large gold stock previously held here has 
caused the damage either to others or to 
ourselves that has been commonly as- 
sumed. Nor is it by any means certain 
that the policies of other countries were 
not quite as much responsible for this 
“maldistribution” as this country has 
been. At any rate, other countries must 
now bear their due share of the criti- 
cism heretofore reserved exclusively for 
the United States. 


CENTRAL BANKING UNDER A 
REGIONAL SYSTEM 


introduced for improving our 

banking system, Senator Glass 
sharply criticised the Federal Reserve 
Bank of New York (which, however, he 
referred to only by implication and not 
by name) for “assuming to be the cen- 
tral bank of America.” The basis of 
the Senator’s criticism consists in the 
fact that the New York institution by 
virtue of its size and location is com- 
pelled to engage in transactions differ- 
ing from the Reserve Bank at Dallas or 
Richmond, for example. Had Congress 
recognized this fact in passing the Fed- 
eral Reserve Act special provision would 
have been made to equip the Federal 
Reserve Bank of New York for dis- 
charging those functions from which it 
could not escape. A contrary course 
was taken, and this institution was 
sought to be confined within a cramped 
parochial banking system. Strange 
wonder that it has burst its bounds! 


L) treed the bill which he 
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Congress decided that a single central 
bank was not suited to this country with 
its vast extent and varying conditions. 
But it failed to recognize what might 
aptly be called the corollary of this 
view, namely, that a parochial banking 
system is ill suited to the position of the 
financial center of the country. 

As a matter of history one aim of the 
Federal Reserve Act was to deprive 
New York of its financial power, and 
while this attempt failed, the Federal 
Reserve Bank of New York was put 
under a law designed for regional banks. 
It could not effectively operate under 
such restrictions, and instead of seeking 
to continue and extend them, as is done 
in the Glass bill, they should be modi- 
fied. Better still if Congress would 
recognize that New York occupies a 
different position from any other city 
having a Reserve bank, and that the 
Federal Reserve Bank of New York 
ought to be endowed with the powers 
incidental to its special position. The 
three Reserve banks on the North At- 
lantic seaboard might well be united in 
a single institution, maintaining an 
afhliation with the entire Federal Re- 
serve System. This would not be creat- 
ing a single central bank, nor would it 
be legislating for New York alone, but 
it would be a recognition of the fact 
that New York has special banking 
functions to discharge, incompatible with 
regional banking. 


ARE THE COUNTRY BANKS 
SLAVES, MONOPOLISTS 
AND PAWNSHOPS? 


LL the attributes indicated above 
Av pinned on the small unit 
banks by Senator Glass in urging 

Just how a 


the adoption of his bill. 
bank can be a slave and at the same time 
a monopolist and pawnshop is not very 


clear. The “slavery” of which Senator 
Glass complained consists in the relation 
of the out-of-town banks to their city 
correspondents, the latter being the 
Simon Legree and the former the Uncle 
Tom. This servitude was exemplified, 


the Virginia Senator contended, by com- 
pelling the country banks to keep large 
deposits with their city correspondents 
and to buy from the latter large blocks 
of ““worthless securities.” 

So competent a banking authority as 
the late A. B. Hepburn, in discussing 
this correspondent relation between 
banks, declared that the shoe was on the 
other foot. In other words, that the 
country bank in having deposits with its 
city correspondent called peremptorily 
for the return of those deposits, and thus 
called the tune which its city corre- 
spondent was bound to play. 

As to the city banks loading their 
correspondents with “worthless securi- 
ties,” the facts probably are that the 
latter were as eager to buy as the former 
were to sell. Both parties to the trans- 
action lacked complete foresight. 

It is perhaps true that the relations 
between the so-called “country banks” 
and their city correspondents have never 
been of the hard and fast character 
which the distinguished Virginia Sena- 
tor described. They have rather been 
less carefully hedged about with restric- 
tions than was desirable. If the city 
banks were really the mentors of their 
out-of-town correspondents, the record 
of the latter might have been more satis- 
factory than has been the case. 

So much for the slavery indictment. 
Dismissing the incompatibility between 
slavery and monopoly, it may be truth- 
fully said that comparatively few coun- 
try banks enjoy a monopoly of the bank- 
ing business or expect any such favor. 
Rather they fear that should the big city 
banks be given the right to invade their 
territory with branches, it is the city 
banks that will acquire a monopoly of 
the banking business. 

As to the pawnshop charge, surely 
Senator Glass must know that this de- 
scription has always been held more ap- 
plicable to the city banks than to those 
located in the country. The latter, it 
has been held, must know the people 
with whom they deal and their credit 
standing, while the city bank, in this 
view, need only know the value of the 
securities placed with it as collateral for 
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loans. It thus more nearly approximates 
the character of a pawnshop. Of course, 
the properly managed city bank does not 
wholly rely upon the collateral, but re- 
gards it rather as supplementary security 
to be added to the character and credit 
rating of the borrower. But if either 
class of banks may fittingly be described 
as pawnshops, it is not the country in- 
stitutions. 

Any attempt to set one class of banks 
in antagonism to another is to be depre- 
cated. The city banks have rendered a 
service to their country correspondents 
which should exempt them from being 
held up as tyrants bent on forcing upon 
their correspondents loads of “worthless 
securities.” And the country banks have 
done such service to their respective 
communities as to make it unjust to 
stigmatize them as  “monopolists,” 
“slaves” and “pawnshops.” 

Neither zeal for banking reform nor 
the summer’s heat should warrant the 
sponsors of banking legislation in for- 
getting that city and country banks, 


large and small, have long existed and 
will continue to exist, and that they 
have rendered a public service which 
should entitle them to greater respect 
than the use of these epithets implies. 


THE RESTORATION OF 
CONFIDENCE 


MID all the conflicting opinions as 
Ae what is essential to a gradual 
restoration of more prosperous 
times there is substantial agreement on 
one thing—the restoration of confidence. 
When you inquire how this desirable 
end is to be attained, the replies become 
varied and confusing. 

Take our own banking situation. 
People have to a considerable extent lost 
confidence in the banks. They have seen 
numerous banks going down before the 
business depression and, fearing that 
their own funds would be lost or at least 
definitely tied up, have taken them out 
of the banks and placed them either in 
safe-deposit boxes or in home receptacles 
of various sorts. 


But this lack of confidence in the 
banks now seems without justification. 
The rate of banking failures has declined 
so that it is no longer much above the 
normal. Surely, the citizen with aver- 
age prudence should be able to find a 
bank to which his funds might be en- 
trusted with entire safety. In fact, a 
general distrust of the banks has never 
been warranted at any time. Facing an 
unprecedented economic blizzard, the 
great majority of our banks have con- 
tinued solvent. That they will remain 
so is beyond question. But, aside from 
this, it ought to be evident that the 
numerous failures have already weeded 
out the weak banks, and that the policy 
of the Reconstruction Finance Corpora- 
tion has aided and will continue to aid 
the really solvent banks in need of 
temporary assistance. There is, then, it 
is believed, the best of reasons for con- 
cluding that the banks of this country 
are worthy of the public confidence. 

But there is another phase of banking 
confidence not quite so easily disposed 
of. It relates to the lack of confidence 
of the banks in the business community, 
as shown by their unwillingness to ex- 
pand loans. By the open-market opera- 
tions of the Federal Reserve huge funds 
have been made available to the member 
banks for lending and investing. But 
these funds remain unused. Why is 
this? Since banks depend upon lending 
and investing for the major part of their 
profits, it would seem reasonable to infer 
that they are quite willing to lend or 
invest so long as safety and profit are 
assured. Ay, there’s the rub. Things 
are so out of joint, politically in some 
quarters of the world, and economically 
almost everywhere, as to jeopardize both 
safety and profit. 

But, in the matter of investing at 
least, perhaps both the banks and the 
public are showing undue timidity and 
are failing to take advantage of excep- 
tional opportunities for safe and profit- 
able investments. There are some very 
good high-grade bonds selling at most 
attractive rates. This fact has not en- 
tirely escaped the bankers’ attention and 
the formation of pools for the buying of 
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bonds may constitute an effective step 
for unlocking the credit situation. An 
improved bond market may well be a 
preliminary to a better tone in the entire 
credit structure. With the lessening of 
bank runs and easier means of obtaining 
credit at the Federal Reserve, banks are 
no longer in a position where they must 
maintain the high degree of credit 
liquidity heretofore necessary. 

An increase in commercial and indus- 
trial loans presents greater difficulties. 
The depression has placed many hitherto 
solvent firms in a precarious position. 
They are no longer good credit risks 
without an increase of capital, which it 
would not be easy to obtain under pres- 
ent conditions. Even where this obstacle 
to the extension of credit is absent, the 
banks are reluctant to make loans be- 
cause of the lack of a profitable use for 
the funds so lent. As the signs of safety 
and profit in trade and industry begin 
to manifest themselves, the banks will 
readily expand their loans. Inflationists 


hold that the banks should first expand 


their loans to create this situation—a 
contention that envisages the banker as 
a speculator. 

The piling up of unused credit in the 
member banks through the open-market 
operations of the Federal Reserve is a 
striking illustration of the truth of the 
adage that you can lead a horse to the 
trough, but cannot make him drink. 

As indicated above, some of the 
grounds for lack of confidence have been 
removed. Another has just disappeared. 
Congress has at long last balanced the 
budget, or at any rate has passed a 
measure with that object in view. 

Greater hope of confidence in the 
future could be entertained had one the 
power to look ahead and see the course 
of events—that is, provided their un- 
foldment would reveal progress toward 
political and economic sanity. 

Courage and wisdom to a high degree 
will be required to surmount the grave 
problems with which the peoples of the 
world are at grips. Smiling and singing 
cheerful songs will not avail unless pre- 
ceded by a rolling up of sleeves and 
clearing of heads. 


AN IDEAL MONEY SYSTEM 


Give the world a money system that makes 
it easier for goods to flow from man to man, 
and all the factories on earth could not begin 
to supply a tenth of the demand. 


—Henry Ford. 


is responsible for hindering the flow 

of goods from man to man, as Mr. 
Ford’s remark implies, one would sup- 
pose that economic and scientific re- 
search would be concentrated on discov- 
ering the ideal and perfect system. Could 
it be found and proved workable, search 
for the philosopher’s stone might well 
be abandoned. 

That it is desirable to increase the 
production and consumption of com- 
modities and to bring to millions now 
inadequately clothed, sheltered and fed 
the higher standard of living this in- 
crease would confer, is not a matter 
about which there can be much if any 
dispute. Whether any money system 
that could be devised would of itself 
make it easier for goods to flow from 
man to man and thus bring about the 
desired increase of production and con- 
sumption, is far less certain. 

Fundamentally, individuals do not 
work to obtain money but goods and 
services. And primarily also their 
ability to obtain such goods and services 
will depend upon their own production 
and the services they render to others. 
But in this mutual exchange what we 
call money, whether pieces of metal and 
paper, or credit, does play an important 
part. 

Perhaps credit is really the ideal form 
of money for which Mr. Ford is seek- 
ing. Not credit that is manufactured 
in advance of production and trade or 
that arises from the growth of specula- 
tion, but credit that springs forth in re- 
sponse to energetic and wisely-directed 
human effort. That we either do not 
have or do not know how properly to 
use this ideal form of money may be 
ascribed to a variety of causes, but 
chiefly to what Shakespeare calls “the 
common curse of mankind—folly and 
ignorance.” A little reflection will be 


le the lack of a proper money system 
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sufficient to show how these two uni- 
versal shortcomings of mankind derange 
the free workings of the credit system 
and thus impede the free flow of goods 
not only between individuals but be- 
tween nations. 

The real problem, then, would appear 
to be not so much to devise an ideal 
system of money, but to find a method 
under which any system can always 
function smoothly and effectively. This, 
in reality, is not a monetary problem at 
all. It lies far deeper than that, going 
to the very roots of our social relations. 

It may well be questioned whether 
any monetary system could be made of 
universal application under all the vary- 
ing conditions throughout the world. 
But within the limits of a single nation, 
or possibly between nations of similar 
conditions, a wiser and safer use of 
credit would be practicable, and the un- 
interrupted flow of goods and services 
be greatly facilitated. As yet credit is 
an instrument about whose safe use little 
has been learned. 


DEATH OF FORMER CONGRESS- 
MAN FOWLER 


N interesting chapter in the bank- 
Av history of the country is re- 
called by the recent death of 
Hon. Charles N. Fowler, who was for 
many years a member of the Banking 
and Currency Committee of the House 
of Representatives, and for a consider- 
able period chairman of the committee. 
He became intensely interested in bank- 
ing and currency legislation, and labored 
indefatigably, but without much success, 
to induce Congress to accept his views. 
His failure to secure banking legislation 
which he thought desirable constitutes 
one of the tragedies of American poli- 
tics. For years Mr. Fowler devoted his 
time and energies to keeping alive inter- 
est in such legislation in the face of great 
public indifference and with scant help 
from the Administrations then repre- 
senting the Republican party, to which 
Mr. Fowler belonged. 
Following the panic of 1907 the coun- 
try came to realize that some kind of 


banking legislation was necessary. The 
measure that was introduced did not go 
to the heart of the problem, but merely 
provided for the issue of an emergency 
currency, or what the late J. B. Forgan 
once declared “might almost be called an 
infernal currency.” Such a measure, 
which in the opinion of Mr. Fowler did 
not go to the root of the difficulty, failed 
to receive his approval. He not only 
opposed the bill, but as chairman of the 
Banking and Currency Committee re- 
fused to report it out for action by the 
House. The result was that the bill was 
removed from the jurisdiction of the 
committee, referred to the Committee 
on Rules, and was enacted into law, the 
Aldrich-Vreeland Law. Mr. Fowler was 
deposed from his chairmanship and later 
lost his seat in the House, to which he 
never returned. His defeat was, no 
doubt, due to his opposition to this bill, 
to attacks upon the rule of Speaker 
Cannon, and to his antagonism to Sena- 
tor Aldrich, then powerful in Republi- 
can councils and one of the sponsors of 
the Aldrich-Vreeland measure. 

Had Mr. Fowler’s course been more 
conciliatory he might have retained his 
membership in the House during his life- 
time. But he felt that the Aldrich mea- 
sure represented matters of principle on 
which he could not compromise. He 
was for thorough-going banking reform, 
and could not accept what he regarded 
as a patchwork piece of legislation. 

His failure to win the support of Con- 
gress was due to various causes. In the 
first place he lacked the sympathy of the 
Roosevelt Administration. Mr. Fowler, 
in this connection, relates an anecdote 
regarding the strenuous President. To 
some callers he is reported to have said: 
“Gentlemen, in one respect I resemble 
Abraham Lincoln—I know nothing about 
the currency.” Possibly, had Mr. Roose- 
vet studied more attentively the views 
of Lincoln on the Bank of the United 
States, he would have found that 
Lincoln’s ignorance of the currency was 
much less than this remark implied. 

Another reason why Mr. Fowler's 
views failed of being translated into legis- 
lation was because the time was not ripe. 
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It required subsequent experience to 
crystallize the conflicting opinions of 
Congress and the public. Again, it re- 
quired the leadership of the President, 
and this was afforded by President 
Wilson. 

Shortly before his retirement from the 
House Mr. Fowler, in a carefully pre- 
pared speech, outlined a plan for a 
Federal Reserve Bank, which differed 
from the institutions finally established. 

The tragical element in this episode 
in our banking history consisted in the 
fact that Mr. Fowler, after having 
worked so long and devotedly in the in- 
terests of banking and currency reform, 
should on the very eve of victory see the 
honors of the conflict pass to others. 

While he failed to achieve his pur- 
pose, Charles N. Fowler is entitled to 
the grateful remembrance of his country- 
men for having so long and ably upheld 
the principles of sound banking and cur- 
rency. 


NEW ASPECTS OF SPECULATION 


were eager to buy common stocks 
when they were selling at inflated 
prices now ignore these same shares 
when some of them may be had for little 


& is a curious fact that people who 


more than the proverbial song. One 
would suppose that those who were ex- 
pecting to profit by the rise in price of 
a stock selling, say, at $200 a share 
would now see much greater chances of 
profit when the same stock has declined 
to $10. But, apparently, speculators 
having had their fingers burnt in Wall 
Street are reluctant to put them again 
into that fire. This does not mean that 
the speculative disposition of many of 
the people has died out. It has merely 
been diverted into other channels. Note 
the “prize contests,” which give a chance 
of winning rather comfortable sums by 


exercising a little ingenuity in devising 
an advertising slogan, or in telling in 
advance how complications between the 
hero and heroine as detailed in advance 
chapters of some exciting story will be 
settled in the end. 

Racing is gaining in popularity as a 
means of winning easy money. Ameri- 
cans are now fond of imitating the Eng- 
lish example of betting on the Derby 
and the Irish and Calcutta “sweeps.” 

Though we as yet have no legalized 
lottery, the author of a recent economic 
treatise has quite seriously suggested 
that one should be established. A like 
proposal came before the House of 
Commons in England a short time ago. 

The great popularity of the so-called 
“prize contests” probably does not repre- 
sent any increase of the speculative 
spirit. It simply means that speculation 
of other kinds has proved disastrous and 
has also become unfashionable. But the 
new kind of taking chances will doubt- 
less extend into many circles that have 
been exempt from the Wall Street lure, 
because the latter required a consider- 
able cash investment, while as a rule the 
“prize contest” calls only for the outlay 
of a very modest sum in acquiring the 
superior product offered to the public 
with the prize as a bait. 

Prices of many securities are now so 
low that one could exercise his specula- 
tive propensities in Wall Street for a 
very modest outlay and with probably a 
better chance of winning than the horse 
race or prize contest affords. The 
switch is not advised, however. But there 
are sound securities selling now at prices 
that should attract the investor, not be- . 
cause he can buy at a figure that will 
offer a speculative turn, but because an 
opportunity such as rarely occurs is 
offered to buy sound securities at a price 
that will afford an exceptional yield on 
his capital. 





We Must Rebuild the Banking 


Business 


Plans for Banking Today and Tomorrow— Extracts from a Recent 


Address Before Ohio Bankers 


By Craic B. HAZLEwoop 
Vice-President, First National Bank, Chicago 


ANKING has for the last three 
Bre been passing through such a 

storm as.we have not seen for forty 
years, a storm such as has previously 
been experienced by only the oldest in- 
habitants of our officers’ platforms. It 
has overwhelmed many banks. We can- 
not blink at the fact that others are 
bound to founder before the waves re- 
cede and the waters are calmed. But 
from every situation, no matter how bad, 
some gain must come. The gain for the 
profession of banking is the increased 


skill that is accruing to those bankers 
who are bringing their institutions safe 
through this financial storm. They will 
be better bankers than they have ever 


been. It is not extravagant to prophesy 
that some of them will be better bankers 
than this century has yet produced. 

There will come a time when we will 
look back to this period as the “bad 
years” period. In the wisdom of our 
experience we will advise our successors 
against the excesses which led up to these 
present-day conditions, which advice 
they will probably ignore in another 
decade or two. In the meantime, there 
is a very positive need for every one of 
us to know, as nearly as possible, the 
exact situation of our own banks. We 
should be definitely informed on several 
phases of our situation. 


I. Capital Position 


All of us have capital, surplus and profit 
items on our books, as well as special reserves, 
in addition to the reserves for actual expenses 
such as taxes, interest, etc. What are our net 
capital funds? Estimating that we have 
charged off our known losses, what is a fair 
appraisal of the recoverable value of our slow 
assets? After deducting the difference and 


taking a reasonable bond depreciation, what 
have we left in the way of capital funds? If 
our losses have made serious inroads, is there 
a possibility of replacing them with new 
money? It is much better to rehabilitate a 
bank's position long before we begin to worry 
about the legality of accepting additional de- 


Craic B. HazLEwoop 


posits. It is best to have a clear picture of 
the situation; and the man, above all others, 
that you do not wish to fool about this pic- 
ture is yourself. 


II. Liquidity Position 


The next most important calculation we 
should make relates to our liquidity position. 
We should make a computation at least once 
a week of the percentage of our total de- 
posits represented by quickly convertible 
assets, that is, assets that we can turn into 
cash in a day or two, to use, if necessary, at 
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the paying teller’s wicket. You know well 
enough what these items should be: our cash, 
due from banks, governments and other 
quickly salable bonds, call money and redis- 
countable paper if we belong to the Federal 
Reserve System. The degree of liquidity to 
be maintained under present conditions should 
be close to 50 per cent. The minimum should 
be 30 per cent. for any type of bank. When 
we see this percentage slipping it is time to 
make every effort to restore it, even to the 
point of calling good loans. The depositors’ 
interest in this, as well as other phases of 
bank operation, should be paramount. 


Il. 


The third table that we should make up is 
our liquidity position plus our borrowing 
ability, to show our capacity to take care of 
a run, if one of those dreaded experiences 
should occur. This is the same as the liquidity 
table, with several items added. You know 
that you can borrow at least 95 on your gov- 
ernments and 80 on a well-diversified list of 
marketable bonds. 


Borrowing Ability 


You might be interested to know, if 
you do not already know, what the 
policies of the Reconstruction Finance 
Corporation are with respect to loans on 
other types of security. 

First—on mortgages, either on farm 
or city property. When mortgages are 
offered, outside appraisals on the basis 
of present-day values are made. Then 
the loan value of the mortgage, that is, 
the amount of loan which can be cal- 
culated against this particular piece of 
collateral, is figured on a basis of 40 per 
cent. of this present-day appraisal value. 
If the mortgage under present condi- 
tions is still a 50 per cent. mortgage, you 
will see that a borrowing bank will be 
given a loan value on it equal to 80 per 
cent. of its face. If it is a 100 per cent. 
mortgage under present conditions, then 
the amount received is 40 per cent. of 
the face. This is about the general 
formula that is used, but there are 
variations, of course, depending on cir- 
cumstances. On customers’ paper se- 
cured by mortgages about the same 
formula applies. Millions of dollars 
have been loaned on mortgages and 
mortgage collateral paper which is or- 
dinarily not accepted at correspondent 
banks, by the Reconstruction Finance 
Corporation. 


Second—on customers’ paper, if se- 
cured by marketable collateral, loans are 
made on a reasonable proportion of the 
marketable value of the collateral with 
some margin against the face of the note. 
If unsecured paper is offered, the state- 
ment of the borrower is requested, and 
the paper is put into three general 
classes—good, fair and poor. Against 
good paper the Reconstruction Finance 
Corporation will loan 66 2/3 per cent., 
on the fair paper 50 per cent., and on 
the poor, varying smaller percentages or 
nothing, in accordance with the judg- 
ment of the examiner and the local com- 
mittee. The Reconstruction Finance 
Corporation has even loaned on bank 
buildings, providing they are not of a 
special type and actually have some 
rental value. Having these facts in 
mind, it is worth while to make a cal- 
culation of the borrowing power we have 
in our assets, to show whether with the 
cash assets we have, plus the borrowing 
power on our slower assets, we can 
liquidate the bank, leaving the capital- 
surplus fund to be represented by the 
bank building, furniture and fixtures, 
and other non-realizable assets. 

If you can meet the test called for by 
these three tables, then you can feel ab- 
solutely and entirely confident regard- 
ing your position. Right here I would 
suggest to any of you who are operating 
in territories where there is trouble to be 
expected, that you obtain the forms of 
the Reconstruction Finance Corporation 
whether you presently feel the need of 
assistance or not. Follow through on 
the rather elaborate system that is pro- 
vided for applications, and determine by 
actual test how much money you can get 
from the corporation if you need it. You 
do not have to take the money even if 
you make an application and it is ap- 
proved. 

I have another suggestion to make 
which I think is worth your considera- 
tion. If you have a considerable volume 
of slow loans in your institution I recom- 
mend that you organize for their special 
handling, placing one of your best men 
in charge of their collection with this as 
his special duty. I promise you this ac’ 
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tion will produce very satisfactory re- 
sults. There is no better way of making 
money than by salvaging assets. If you 
are busy at your desk all day long re- 
ceiving customers and talking to them 
about all the multiplicity of things they 
present to you, you may not have time 
and opportunity for an intimate study of 
the debt-paying ability of your various 
noteemakers who have gone slow. A 
special man will pay his keep. He should, 
of course, closely co-operate with you 
and with your attorney; and I assure you 
if he is the right man he will get results 
that will be most pleasing and satisfac- 
tory to you. 

The only course open to good banking 
—and may Heaven protect the man who 
has not learned this fact from his ex- 
perience during the last months—is to 
discover the losses, report them, and 
take them. 

Many bankers adhere to the old tradi- 
tion that. directors should be informed 


about the favorable circumstances only. 
This, needless to say, is utterly fallacious. 
Unless a director can be of some as- 
sistance in times of stress, he had better 
be replaced with one who can be relied 


upon. And the banker who shields his 
directors from the less rosy facts of the 
business is taking upon himself a great 
deal of responsibility that he should dis- 
tribute among his associates. Moreover, 
the director who has been shielded in 
this way has every right to resent the 
withholding of essential information and 
to complain severely against what is, in 
effect, deception. The directors are en- 
titled to full information about the af- 
fairs of their bank. They have the ulti- 
mate responsibility; they must be ex- 
pected to assume it. The board which 
is kept informed on all important de- 
velopments, whether favorable or un- 
favorable, soon shows that it recognizes 
its obligations. The board which is told 
of unfavorable developments only when 
the situation has become serious cannot 
take the effective steps that it almost 
surely would have taken had it been in- 
formed in time to prevent this very 
situation’s arising. 


-could make. 


BANKING IN THE FUTURE 


Suppose we, as bankers, survive the 
present period of stress and storm, and 
retain our banks, our positions, and our 
sense of humor. What kind of institu- 
tion are we likely to manage in another 
five years? Let us assume that we are 
wise enough to determine and define the 
mistakes that we have made in the last 
ten years. Moreover, let us assume that 
we will not repeat them. Under these 
circumstances, what kind of banks will 
we run? Perhaps it would not be pos- 
sible for all bankers to agree on the 
answer to this question. The chances 
are, in fact, that I shall suggest some 
theories with which you will not agree. 
There are two principles, however, which 
are certain to gain the support of every 
thinking banker—one of these is that the 
collectibility of assets and the turnover 
of loans will receive more attention. I 
suspect that there will be fewer accom- 
modation loans, capital loans, and loans 
to favored interests, and less emphasis on 
loans for the upbuilding of the com- 
munity. Perhaps this will bring some 
complaint—banks will not be doing so 
much for the community as they used to 
do, and perhaps as a matter of fact the 
growth of the community and of the 
wealth of certain individuals will not be 
so rapid as in the old days. The result 
will be much better, however. Real es- 
tate and building, agriculture, manufac- 
turing and merchandising for the com- 
munity will all be on a more solid foun- 
dation—better financed, better able to 
stand the strain of another hard-time 
period. 

We used to think that collateral loans 
were the most desirable type of loans we 
And they are, in limited 
quantities. But we have learned from 
bitter experience that we can have too 
many collateral loans. In the larger 
cities we have learned this from our ex- 
periences. Many of us had too many 
collateral loans, generally, and, especially, 
collateral loans too large for the incomes, 
the paying power, of the borrowers. We 
all know dozens of instances where men 
on $15,000 incomes had borrowed $75,- 
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000 on stock market collateral—and 
when the market swept away their mar- 
gins they were left saddled under such 
tremendous debts that they went through 
bankruptcy as the only way out. A col- 
lateral loan should also include a definite 
program of payment. Collateral loans 
have been the cause of many a bitter ex- 
perience of the city banker and have 
helped to make him a little more sym- 
pathetic toward his country cousins who 
earlier made the same mistakes on farm 
loans. Whether you loaned too much 
money to Farmer Jones, or whether I 
loaned too much to Speculator Smith, 
the results were similar. And I hope we 
have learned the same lesson from our 
follies. 


the rate of interest we pay on deposits, 
rather than determining what the in- 
terest rates on deposits should be after 
we find out at what rates we can invest 
our money with entire safety and quick 
availability. There has been great prog- 
ress fortunately, the last few years, in 
our thinking about adequate compensa- 
tion for our services, but I believe there 
is still room for greater improvement. 

At a time when a bank can afford 
to pay 3 per cent. on six-months’ cer- 
tificates of deposit, it can probably af- 
ford 4 per cent. on two-year certificates 
and 44 per cent. or 5 per cent. on five- 
year certificates. Such certificates will 
be, from the depositor’s standpoint, in- 
vestments rather than deposits. He will 


“The only course open to good banking—and may Heaven 
protect the man who has not learned this fact from his experience 
during the last months—is to discover the losses, report them, and 


take them.” 


MORE ATTENTION TO PROFITS 


The second principle to which we will 
agree is that all phases of banking will 
be operated for the purpose of making 
a profit. 

May I offer a rather sweeping gen- 
eralization and indictment of the bank- 
ing business? As it has been conducted 
in this country, the banking business has 
not been managed scientifically from a 
profit and loss or operating standpoint. 
We have been utterly foolish in our con- 
cept that we must serve the community 
as a semi-public institution to the extent 
that we handle at a loss the accounts of 
half our customers; that we must give 
them the immediate use, without charge, 
of funds represented by checks on other 
banks not yet collected and, therefore, 
not in our hands; that we must give them 
safe deposit facilities at less than cost; 
that we must give them free checks, free 
legal advice, free investment service, and 
almost free trust service, and that we 
will determine the type and returns on 
our invested funds in accordance with 


accept a rate somewhat lower than he 
could obtain if he bought bonds for his 
own account. But he will gladly sacri- 
fice some of the attainable yield in ex- 
change for the greater security of having 
his risk reduced by having his funds 
pooled with those of other investors, the 
investment diversified and supervised by 
the bank’s officers, and finally guaranteed 
by the bank. And when this practice 
prevails in handling certificates of de- 
posit, bankers will no longer be tempted 
to hazard their time money in invest- 
ments which lack the essential element 
of concurrent maturities. 

There is another phase of this profit 
and loss operation regarding which we 
have learned a great deal, and that is 
that a seemingly profitable rate on cer’ 
tain local loans and investments does not 
always ultimately produce the best rate. 
Losses enter into the picture in a very 
substantial way and I could give you 
figures of individual banks that would 
prove to you beyond a doubt that local 
loans at high rates of interest, or high- 
rate bonds, actually produced less net 
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profit than corresponding investments in 
more conservative loans and securities at 
a lower rate of initial return. 

For the year ending June 30, 1930, an 
analysis of more than 7000 banks over 
the entire country indicates that losses 
on loans and discounts amounted to 24 
per cent. of the net earnings, and losses 
on bonds and securities to 14 per cent., 
making the losses from these two sources 
over 38 per cent. of the net earnings. 
For the year 1931 the losses on securities 
more than doubled and the losses on 
loans and discounts and securities com- 
bined equalled 84 per cent. of the net 
earnings. In other words, after deduct- 
ing losses in these 7000 banks, less than 
16 per cent. of the net income remained. 
The next time you are inclined to say 
you cannot afford to invest money at 
such a low rate be sure that you are 
quite right in your conclusions. I com- 
mend to your careful study the net rate 
of return over, say, a five-year period, 
of each item of resources in your state- 
ment. By net, I mean after losses are 
deducted. I think you may be surprised 
at some of the results of such a study. 

There is a fundamental reason, of 
course, in favor of substantial net profits 
beyond the selfish desires of the stock- 
holders, and that is the beneficial effect 
to the safety of the bank. Some losses 
are inevitable—charge-offs are necessary. 
The marginal bank, that is, the bank that 
makes only a bare living, must perforce 
carry its dead and doubtful assets, as 
there is no opportunity to charge them 
off. Give me a clean bank, free from a 
heavy load of dead and doubtful assets, 
and I will show you a profitable bank 
and vice versa. I know of banks, or- 
ganized since the period of depression, 
that are investing in practically nothing 
but governments and cash, and which 
are making money, but every customer 
pays his way. 

I hold some views with regard to the 
ideal banks of the future which are re- 
garded as heresy in some quarters. For 
instance, for a good many years I have 
_believed that banks holding commercial 
demand deposits and savings deposits, 
which in practice are paid on demand, 


should not invest in long-time bonds. I 
believe that the investment portfolio 
should include securities of not more 
than five years’ maturity with an aver- 
age of two or three years and then only 
for a limited percentage of the total de- 
posits. I know that the security affiliates 
of many large banks, as well as the regu- 
lar bond houses of the country, are con- 
tinually urging the sale to banks of long- 
time securities, many of them of prime, 
unquestioned credit. I happen to know 
that in the case of at least one of these 
banks with a security afhliate, the bank 
itself has no bonds in its own investment 
portfolio of more than three years’ ma- 
turity. The reasons for my theory are 
principally: 

irst—that the possible marketwise 
loss ‘in securities due within a year or 
two which, if they are going to be paid 
ac all, are likely to be close to par, is less 
than in securities due in ten to forty 
years. 

Secondly—a portfolio of short-time 
securities gets paid out faster and more 
often than one of long-time securities; 
money is turned over—perhaps rein- 
vested or possibly used for current re- 
quirements. A revolving fund of prime 
short-time issues can very well be the 
backlog for time deposits. 


SHOULD BANKS HAVE BOND 
DEPARTMENTS? 


The second theory, which is a corol- 
lary of the last and is also regarded by 
some as heresy, is that only a few banks 
should maintain bond departments. As 
a matter of fact, I think that the average 
banker would be better off if he would 
only recommend or advise customers re- 
garding securities, rather than sell them. 
However, if the operation of a bond de- 
partment is necessary, it should be re- 
membered that a good deal of skill and 


‘experience is required to make a profit. 


at least, for example, over a ten-year 
period. Very few bank bond departments 
have made any money in the last ten 
years. But, you say, if a department is 
to be operated there must be an invest- 
ment in long-time bonds. J grant this, 
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but a bond department should be oper- 
ated as a merchandising business in ac- 
cordance with the best practices in mer- 
chandising, which provide for fast turn- 
over and no unsalable goods on the 
shelves; in other words, investments 
should be only in securities that experi- 
ence has shown can be readily sold. If 
the guess is incorrect and there are some 
left over, move them off in the open 
market at whatever they will bring and 
put in a fresh supply. I believe that 
long-time securities belong in the invest- 
ment portfolios of individuals and not in 
banks or other corporations. 


WHAT ABOUT MORTGAGES? 


What about mortgages? If properly 
made, they are, unquestionably, as sound 
and safe a security as can be obtained. 
In limited amounts they may properly 
be placed in the bank’s investments. I 
strongly commend the practice of re- 
quiring frequent prepayments. It has 


been found that of the mortgages now 


being offered for collateral at the Recon- 
struction Finance Corporation, those are 


the best, generally speaking, on which 
regular monthly payments are required. 
If monthly payments are considered too 
much trouble, six months’ payments are 
highly desirable. Again you have the 
principle of having money come back to 
the bank at frequent and short intervals. 
Any kind of asset may be safe for a 
bank, whether it is paid in whole or 
in part, but those assets which produce 
some actual payments, partial or com- 
plete, are much healthier and increase 
the liquidity of the bank. 

But whatever else we may advocate, 
let us never swerve from a steadfast 
advocacy of better bank management— 
in the basic meaning of intelligent ad- 
ministration and operation of our in- 
stitutions according to knowledge of the 
facts rather than by guess and hunch. 

Management alone will supply the 
answer to whether any individual bank 
now in reasonably good condition will 
succeed. For management alone can 
provide the loan and investment policies 
and the operating practices that will spell 
the difference between success and 
failure. 





Are Banks Hoarding? 


Bankers Are Unjustly Accused of Withholding Credit to Busi- 
ness — Bank’s First Duty Is to Its Depositors 


By BENJAMIN L. FISHBACH 


SHORT time ago a statement was 
A by a high authority to the 
effect that banks generally were 
hoarding funds. Together with this 
accusation came the sharp imputation 
that banks and through them, bankers, 
were unpatriotic in the sense that they 
were sitting by idly while this country 
was suffering from a severe state of 
economic depression. With lightning 
speed the presses of the nation relayed 
this statement to their readers in every 
city, town and hamlet until every nook 
and corner of the country was covered. 
And because this accusation came from 
sO prominent a figure the public gave 
much credence to it. People every- 
where pointed menacing fingers at the 
banks and demanded that drastic mea- 
sures be taken to bring the recalcitrant 
houses of finance back to the fold of 
the patriotic leaders who are seeking 
a way out of the depression. 

It is little wonder that this should 
be the reaction. Our people have suf- 
fered untold hardships. Accustomed 
to a high plane of living, which was 
the natural outgrowth of modern eco 
nomic advancement, it became increas- 
ingly difficult and distressing to be 
forced down to a lower level. Just as 
a deposed monarch forever dreams of 
his triumphant return, so the public 
looks forward to a return to happier 
times. It is unquestionably very hard 
to acclimate ourselves to unfortunate 
conditions, but it must be admitted that 
we are now down to what is probably 
the lowest stage in the plane of eco- 
nomic readjustment. We may not 
recognize this condition now, but we 
undoubtedly will one year hence. 
However, we must face the sad but 
true fact that people are only too 
eager to accept an object upon which 


to pour out their vials of wrath for 
prolonging their agonizing distress. 
And this opportunity was afforded to 
them when banks were said to be 
guilty of failing to help recovery. But 
before this sentiment is permitted to 
prevail much longer, it would be well 
to look into the situation more deeply. 


WHAT IS MEANT 


Eactly what is meant by the allega- 
tion that banks are hoarding money? 
Are they to be compared to the many 
individuals who secreted their funds 
in strong boxes or under their mat- 
tresses? How is it possible for banks 
to hoard money? In order to answer 
these questions intelligently it is neces- 
sary to discuss briefly some of the 
elementary functions and duties of 
banks. 

We know that the institution of 
banking was evolved to provide a 
public need and convenience. Banks 
receive deposits from individuals, firms 
and corporations, and make payments 
to designated payees of drafts properly 
drawn on them by depositors. Surplus 
funds are invested in certain securities 
or loaned to borrowers. Loans enable 
business to enlarge its scope of activi- 
ties. In a sense, business is provided 
with a means to expand. Expansion 
means increased employment, and in- 
creased employment means _ increased 
purchasing power of the people. The 
function of lending, however, depends 
upon the credit standing of the bor- 
rowers. And credit depends upon 
confidence and other factors. 

Let us bear in mind, moreover, that 
banks owe their first duty to their 
depositors, who have entrusted the 
banks with their funds. As guardians 
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or trustees of depositors’ funds, banks 
have a sacred trust and must shape 
their policies and activities in such 
manner as to provide their depositors 
with a maximum of safety. It there- 
fore follows that it is mandatory upon 
banks ito exercise extreme caution in 
making investments and loans. 

Scanning the brief outline of the 
major functions and duties of banks, 
we are now prepared to seek the basis 
upon which the charge of hoarding 
may have found its motive. The only 
ground upon which this poignant 
accusation may possibly rest is that 
banks refuse to extend credit freely. 
Reduced credit has the effect of retard- 
ing business, increasing unemployment 
and rendering the road to economic 
recovery more difficult. While we 
must admit that banks have restricted 
credit, is it fair to consider only the 
effect without diagnosing some of the 
causes for this action? Is it just to 
view banks in the light of all-powerful 
financial autocracies which control the 
economic situation, and whose un- 
pardonable whims add to the distress 
of the burdened, suffering masses? Let 
us not be prone to hasty, harsh judg- 
ment before all facts have been re- 
viewed, and some of the causes ex- 
amined. 


FACTS AND CAUSES 


In the first place, we permitted the 
pendulum of expansion to swing too 
far and before we realized it we found 
ourselves living in a period of pro- 


tracted inflation. Optimism grew until 
it reached the dangerous heights of 
hysteria. Warnings and notes of cau- 
tion were of no avail. Suddenly, lest 
the dizzy heights intoxicate us, we 
threw the pendulum in the opposite 
direction and the force of it carried 
us to the opposite extreme of pessimism 
and even dire hopelessness. 

Lack of balance caused by excess 
fear carried the depression too far. 
During the decline banks found them- 
selves in a rather hazardous position 


The precipitous drop in asset values, 
combined with reduction in profits from 
enterprise, made the prompt—and in 
many instances—ultimate repayment of 
loans very doubtful. Besides, declining 
security prices reduced the value of 
banks’ investment portfolios. More- 
aver, diminished confidence caused 
many people to withdraw currency 
from their banks, thus reducing the 
loanable funds available to business, 
and seriously weakening the banking 
structure. In order to meet heavy 
demands from depositors, banks were 
obliged to pay more attention to the 
liquidity of outstanding loans receiv 
able. Furthermore, they questioned— 
and justly so—the stability of their 
depositors. Consequently the observa- 
tion that fear breeds fear seems con- 
clusive. 

J. Herbert Case, chairman and Fed- 
eral Reserve agent in New York, in 
his report for 1931 just issued, com- 
menting on the widespread withdrawal 
of bank funds on the part of the public, 
said in part: 

“It deprives the owners of the cur- 
rency of any return upon their funds. 
It diminishes the ability of the banks 
to meet the credit needs of the com- 
munities which they serve... .” 

No greater authority or keener ob- 
server can be quoted than Mr. Case 
to show conclusively that the people, 
stricken with panic and fear, actually 
caused the diminution of bank credit 
and the consequent added retrenchment 
in industry. 

Just as soon as confidence returns 
and stability is evident, so soon will 
banks be in a position prudently to 
extend credit to industry. No doubt 
our legislators can do much to hasten 
the return but that is another matter. 
It seems superfluous to say that upon 
the people alone and not the banks 
does the responsibility for hoarding 
rest. The charge, therefore, reflecting 
as it does upon the character and judg- 
ment of banks and bankers, is most 
unjustifiable. 





Futures and the Credit Man 


Important to Study Future Commitments as Well as the Current 
Balance Sheet 


By CurisTIAN Djorup, C. P. A. 


more important in bank credit than 
the financial condition of a concern 
shown in its balance sheet as current re- 
sources and liabilities. While order 
books or records of purchase and sales 
orders may be sufficient for dealers in 
general merchandise, 
dealers or traders in 
and importers and 
exporters of specific 
commodities should 
maintain records 
showing spot and fu- 
ture positions by 
months of delivery 
and _ corresponding 
control accounts in 
their accounting rec- 
ords. Merchandise 
afloat against accep- 
tances is usually shown in financial state- 
ments and considered part of the inven- 
tory. Merchandise bought for future 
delivery will become inventory and mer- 
chandise sold for future delivery will 
create accounts receivable and should 
also be shown in financial statements, but 
it is dificult for the accounting division 
of a concern to show these important 
items if the management prefers to keep 
memorandum records only of futures.* 
Most bank foreign departments have 
efficient systems for the proper recording 
of future contracts in exchanges and mer- 
chants should realize that with the ever- 
growing competition and decreased mar- 
gins of profit they need an effective con- 
trol over their commodity positions and 
the liabilities involved in connection with 
their future commitments. 


*A simple system for the recording of 
future contracts in foreign exchange or com- 
modities is outlined in the author's book, 
Foreign Exchange Accounting. 


Priore im commitments may become 


York City. 


HE author of this article is 

a member of the firm of 
Christian Djorup & Co., Certi- 
fied Public Accountants, New 
He is the author of 
“Foreign Exchange Account- 
ing” and has been a lecturer on 
foreign exchange accounting at 
New York University since 1912. 


A so-called “future” is a contract for 
the purchase or sale of a commodity for 
delivery at some specified future time. 
The commodity may be a foreign cur- 
rency, bales of raw silk or silk stockings. 

Every future contract involves liabili- 
ties, whether it be offset by another 
future contract, by a 
cash or spot trans- 
action, or inventory 
on hand, as the fol- 
lowing chain of trans- 
actions will show. 

1. Assuming a 
large chain of stores 
dealing in general 
merchandise places an 
order for 20,000 
gross of silk stockings 
with a hosiery mill 
at $60 a gross, to be 
delivered over a period of one year at 
buyers’ option, but not less than 3000 
gross in any three months’ period. 

2. The hosiery mill purchases 5000 
bales of raw silk from a silk importer at 
$3 a pound, to be delivered over a period 
of five months, starting three months 
after the placing of the contract. 

3. The silk importer purchases 5000 
bales of raw silk from a Japanese concern 
at similar terms of arrival in New York, 
payable in Japan at 5.70 yen per pound 
against delivery of shipping documents, 
and to protect himself against exchange 
loss he also purchases 2,750,000 yen at 
48.15 from the foreign department of a 
bank in New York for delivery in three 
months, expecting to use part and ex- 
tend the balance until used up in pay- 
ment of his purchase. 

4. The foreign department which 
sold yen for delivery in three months 
purchases a cable transfer for 2,750,000 
yen at 47.35 and thereby increases its 
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deposit balance with the Japanese bank- 
ing correspondent. 


LIABILITIES INVOLVED 


1. The chain store organization is 
obligated to pay $1,200,000 over a period 
of one year for the 20,000 gross of silk 
stockings contracted for. While the 
sales price may have been originally 98 
cents a pair, it will have to be marked 
down to 79 cents, 59 cents, and perhaps 
lower, if merchandise prices go down 
generally and continually. The smallest 
quantities permissible under the contract 
may be accepted in the beginning of the 
contract period and the larger quantities 
that must be taken after prices declined, 
may occasion a severe reduction of profits 
or even losses on sales. In case of bank- 
ruptcy the contract with the mill would 
be cancelled. 

2. The hosiery mill which purchased 
silk at $3 a pound and sold stockings at 
$60 a gross has two contractual liabili- 
ties: one to the importer to pay dollars 
for silk and one to the customer to de- 
liver manufactured articles at a fixed 
price. If either the seller of the silk or 
the buyer of the stockings fails to live 
up to his contract, the mill has to pur- 
chase or sell at the changed market price. 
Mills which made forward or future con- 
tracts for the purchase of raw material 
at high prices may induce the seller to 
carry the contract for a longer period 
and cover their current needs at reduced 
prices, not to show costs in excess of those 
of their competitors who did not pur- 
chase in advance in a declining market. 
It is, therefore, important that controll- 
ing accounts be established for future 
commitments to enable the management 
to look at the financial position of its 
business with the viewpoint of the 
credit man of a bank. 

3. The silk importer mentioned be- 
fore has the following three sets of lia- 
bilities to consider: 

(a) He must take and pay for the 
silk purchased for future delivery irre- 
spective of the ability of his customer to 
accept the silk from him. 

An importer purchasing commodities 
from a foreign country will usually find 


the foreign shipper ready to ship or de- 
liver in a declining market. If the pur- 
chases were made in the currency of the 
exporting country, there is the possibility 
that a government decree of that coun- 
try may insist that exports tan be made 
only in terms of a foreign currency and 
the conversion rates of foreign cur- 
rencies may also be fixed by such de- 
crees, irrespective of the market price of 
its own currency in the foreign business 
centers. This phase becomes of greater 
importance when the price of the com- 
modity advances and the shipper may 
welcome an opportunity to break the 
contract. 

If the shipper is a dealer and not a 
grower or producer, we have an addi- 
tional danger in a rising market. He 
may have taken a speculative position 
and, not willing or unable to purchase 
the commodity at prices higher than the 
sales contracted for, he may discontinue 
his business and the American importer 
must cover in the advanced market his 
former purchases for future delivery on 
which his shipper fails. 

In connection with purchases from 
foreign countries for future delivery the 
financial standing of the foreign shipper 
is of as much importance as the terms 
of the contract. 

(b) He must deliver the silk to his 
customer at a fixed price even if the for- 
eign shipper fails to live up to his con- 
tract: 

The contract calls for delivery of a 
specified grade of a certain commodity 
at a future date or time to the customer. 
If prices advance and the foreign shipper 
does not ship in time or fails to ship at 
all, the importer will have to purchase 
at advanced prices in the market to ful- 
fill his contract with a resulting loss. 

If, on the other hand, in a falling mar- 
ket the customer fails or declares his in- 
ability to take the commodity at the price 
contracted for, an allowance will have to 
be granted or the commodity has to be 
resold at reduced market prices, with a 
corresponding loss to the importer. 

Therefore the credit and standing of 
the purchaser of a commodity for future 
delivery is of the same importance as 
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that of a current customer or an account 
receivable. 

(c) He must take the foreign ex- 
change and pay for it or settle for the 
difference between contract and market 
price when the future contract matures: 

The foreign exchange purchased in 
cover of future commodity contracts may 
not be needed on account of changes in 
the terms of payment or cancellation of 
purchase contract of commodity, or else 
extensions of time may become neces- 
sary on account of postponement in 
shipping. Irrespective of changed con- 
ditions the liability to the seller of the 
foreign exchange remains and if the con- 
tract is not used the difference between 
contract and market price must be settled 
at some time. 

Importers and dealers in commodities 
may have future contracts on commodity 
exchanges and also with other dealers 
besides the examples described above. 
There is a possibility of postponing loss- 
taking from one period to another by 
swapping spot purchases against future 


sales at prices below the market or spot 
sales against future purchases at prices 


above the market. The spot transaction 
would be used to offset the prior future 
contract that matured or to cover or 
offset an actual matured future sale or 
purchase that cannot be extended any 
longer. The loss postponed will only 
come to light when all contracts are cal- 
culated at a liquidation basis. 

There have been cases where traders 
have taken speculative positions to make 
money for their principals and obtain 
salary increases for themselves with re- 
sulting disastrous loses. Every dealer 
in commodities executing contracts for 
future delivery should safeguard his in- 
terests by means of an effective system. 
It is important to maintain controlling 
accounts for commodities purchased and 
sold with corresponding accounts of lia- 
bilities to sellers and of purchasers and 
to show the individual liabilities of the 
other parties to the contracts entered 
into. 

4. The foreign department dealing in 
futures may buy futures against sale for 
future delivery, it may buy spot and in- 


crease deposit balances against sale for 
future delivery or it may sell out of de- 
posit balances or spot against future pur- 
chases. 

Trades will be made with other foreign 
departments, private customers, whether 
individuals or corporations, and with 
brokers. 

Every contract for purchase or sale of 
foreign exchange to be delivered at some 
future time or date needs careful con- 
sideration in times of abnormal business 
conditions. 

Rules and regulations may be enacted 
in foreign countries making it difficult 
or impossible to withdraw balances. or 
pay them out of deposit and the foreign 
department, not being able to meet its 
own engagements, may have to settle for 
resulting losses or damages. These 
amounts should be limited at the time of 
making the future contract by an agree- 
ment with the other contracting party 
restricting these losses to the difference 
between contract and market price at 
time of cancellation of contract. 

The credit and responsibility of the 
other contracting party at maturity of 
the contract is of utmost importance 
when the currency dealt in is subject to 
fluctuations. 

While other foreign departments are 
usually considered safe customers, we 
have experienced lately failures of ac- 
ceptance houses and banks here and 
abroad, and in connection with future 
contracts made with private customers 
is is certainly of importance to consider 
the credit risk. 

Manufacturers and merchants buying 
or selling exchange for future delivery 
may find the foreign customer or 
shipper unable to meet the commodity 
engagement or may themselves cancel 
the commodity contract or become unable 
to live up to the terms of commodity 
contracts on account of changed busi- 
ness or financial conditions or through 
restrictions placed upon importation or 
exportation of specific merchandise by 
the government of the country involved. 

There is also the danger that the ex- 
change contracts may have been made as 
a speculation and for the purpose of gain 
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only, particularly when proper margin 
deposits were not insisted upon by the 
foreign department. 

When the government of the foreign 
country in which the currency is pay- 
able decides to go off the gold standard 
or to resume a gold standard, there may 
be a violent drop or rise in the value of 
such currency amounting to even 25 per 
cent. or more of the contract amount in- 
volved. 

Dozens of examples could be cited 
which may influence the rise or fall in 


the exchange rate of a certain country 
and when the contract matures in sixty 
days or three months and the other con- 
tracting party wishes an extension for 
the same or a similar period of time, it 
becomes essential that the contract he 
renewed at the new market price and 
that the question of marginal deposit be 
considered. 

After all, futures should be treated 
like a part of the line granted to a cus 
tomer as loans, advances or credit fa- 
cilities. 


The First National Bank of Pleasantville, Pleasantville, N. Y., is of cut cast varie- 


gated stone in modernized Romanesque design. 
and basement with public offices on the second floor. 


one of the town’s prominent corners. 


The bank occupies the ground floor 
The site is 40 by 85 feet on 


Holmes & Winslow, Charles A. Holmes, 


successor, New York, were the architects. 





The Cure of Crises 


The Disproportion Between Production and Consumption Is of 
Only Temporary Nature 


By DANNIE HEINEMAN 
Chairman of the Societe Financiere de Transports et D’Entreprises Industrielles 


(Sofina), 


HE world’s production in 1929 

was estimated at 109 per cent. of 

its consumption. If this estimate 

is accurate it means that the surplus out- 

put caused an accumulation of stocks 

equal to a thirty-three days’ consump- 

tion. If a trade recovery had, for one 

year, raised consumption to 9 per cent. 

above the level of 1929, the balance 
would have been restored. 

Although “visible” stocks of certain 
articles, such as rubber, sugar, cotton 
and copper, have since increased, those 
of many others, such as wheat, coffee, 
cocoa and particularly manufactured 
articles, have diminished, as their pro- 
duction, having ceased to be remunera- 
tive, has been restricted more than their 
consumption. The American produc- 
tion of crude petroleum, for example, 
which in 1929 amounted to 1,055,000,- 
000 barrels and exceeded the total sales 
by about 66,000,000, was reduced to 
650,000,000 barrels in 1931. 

Statistics, moreover, cover only stocks 
in the hands of the producers and in 
public warehouses, and if the reduction 
in stocks held by the finishing industries, 
merchants, and retailers is taken into ac- 
count, the shrinkage in available sup- 
plies will be found to be much more 
marked than would appear from the 
figures published. 

There is nothing extraordinary in the 
fact that supply should have increased 
more rapidly than demand, for this has 
been an occurrence common to every 
period of prosperity. 

Production, adjusting itself to the de- 
mand, pursues its rising course, but not 
in a straight line. 


From the annual report to the stockholders 
of the company. 


Brussels 


Thus, in the United States, the pro- 
duction of pig iron progressed with the 
following breaks: 

Dropping from 


Tons 
1,869,000 in 


Tons 
2,561,000 in 1873 to 
4,596,000 in 1883 to 2,203,000 in 
25,781,000 in 1907 to 15,936,000 in 
30,966,000 in 1913 to 23,332,000 in 
36,925,000 in 1920 to 16,688,000 in 
42,086,000 in 1929 to 18,339,000 in 


1876 
1890 
1908 
1914 
1921 
1931 


Nor is there anything extraordinary 
in the fall that has taken place since 
1929 in the prices of foodstuffs, raw ma- 
terials and securities. Sudden drops of 
20 to 60 per cent. in the quotations for 
staple goods or for leading groups of 
securities have been registered a dozen 
times during the last century. .The pres- 
ent crisis is characterized only by the 
universality and the average severity of 
the depreciations, the special circum- 
stances to which we have drawn atten- 
tion having rendered it more general 
and more considerable. 

On several occasions in the past inter- 
national trade has been hampered by 
“frozen credits.” In 1837, for example, 
British and French lending had largely 
contributed to the development of in- 
dustrial equipment in the United States, 
when the young republic underwent the 
most severe depression it had experienced 
for twenty years. The average price of 
slaves fell from $1200 to $350. As the 
pound sterling stood at a premium of 
22 per cent. over the dollar American 
debtors found it beyond their power to 
discharge their liabilities to their foreign 
creditors at the due dates. 

Nor is it the first time that the scourge 
of unempioyment has fallen upon in- 
dustry. In 1873 the number of unem- 
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ployed in the United States was esti- 
mated at three millions, and on January 
1, 1875, the Daily Globe of St. Louis 
was still obliged to write: “Part of our 
workmen are asking charity which few 
can afford to give, while another part 
are demanding wages which no one can 
afford to pay.” 

During periods of affluence and specu- 
lative fever Cassandras may play a use- 
ful part by reminding us that too easy a 
life cannot last. But when they predict 
a state of perpetual depression their 
prophecies are ridiculous and pernicious. 

We may smile on rereading the fol- 
lowing passage from a report presented 
to the United States Congress by the 
Labor Commission in 1886: “The dis- 
covery of new processes of manufacture 
will undoubtedly continue, but it will 
not leave room for a marked extension 
such as has been witnessed during the 
last fifty years, or afford a remunerative 
employment for the vast amount of cap- 
ital which has been created during that 
period. The day of large profits is prob- 
ably past.” 


REMEDIES FOR THE PRESENT CRISIS 


The present crisis, like its predecessors, 
will be overcome by a readjustment of 
consumption to production rather than 
of production to consumption. 

Certain unprofitable undertakings will 
assuredly have disappeared in the storm, 
and agreements between producers will 
help to restore the balance between sup- 
ply and demand. The essential remedy, 
however, will consist in reviving and in- 
creasing consumption. 

How is this to be accomplished? Ex- 
isting outlets must be expanded, exten- 
sively, by the development of the home 
market. In both cases what is required 
is to further the exchange of goods, for 
other goods, for services or for securities. 

The following affords a striking ex- 
ample of what may be accomplished by 
exploring new markets. About 1807 
the early application of the steam engine 
to manufacture had enormously increased 
Great Britain's industrial production— 
woolens, cotton goods and iron. Then 


the Continental blockade was decreed, 
and the overequipped industries were 
faced with ruin. But owing to the in- 
itiative of traders, bankers, shipowners 
and of manufacturers themselves, new 
standards were opened up overseas, with 
the result that already in 1815 the pro- 
duction of the principal manufacturers 
more than quadrupled. 

Although there now remain scarcely 
any terrae incognitae in the world, im- 
mense territories are still undeveloped. 

Not that there has been, in recent 
years, a lack of effort to approach 
regions which had previously been in- 
accessible to trade. Certain railways 
have perhaps been built prematurely, for 
the benefit of financiers and suppliers 
of track and rolling-stock rather than for 
economic considerations. Yet, although 
there may be a loss on investments, the 
plant is there, ready to meet fresh traffic. 

Between 1913 and the end of 1927 
the total length of railways in the world 
increased from 1,100,000 to 1,250,000 
kilometers, or 13.8 per cent. The rail- 
way system in Africa grew by nearly 
one-half, the new lines totaling 21,000 
kilometers. In Europe the extensions ex- 
ceeded 40,700 kilometers (11.8 per cent. 
of the system in 1913). In _ several 
countries, such as Spain and Italy, the 
network of roads has been wonderfully 
improved, while aerial transport has de- 
veloped with a rapidity which no one 
before the war would have ventured to 
anticipate. 


STILL ROOM FOR EXPANSION 


But there are still many districts 
abundantly endowed with natural re- 
sources and with a numerous and active 
population—particularly in the agricul- 
tural regions of Europe—which are re- 
stricted in their development and pre- 
vented from entering the cycle of inter- 
regional and international exchanges 
owing to the absence of railways and 
adequate roads. 

That is why, for instance, the Dan- 
ubian countries are throwing 12,000,000 
quintals of wheat per year on the mar- 
kets of Western Europe, already glutted 
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with wheat from overseas, while the 
Baltic countries, Poland and Greece pur- 
chase 11,000,000 quintals from Canada 
or the Argentine and could be consum- 
ing twice as much. 

It looks as though new regions have 
been developed to meet the needs of in- 
dustrial countries rather than their own. 
They have been supplied with capital so 
that they should be placed in communica- 
tion with industrial countries by means 
of powerful and rapid transport services, 
and not in order to establish connections 
between each other. Credits have been 
granted them to enable them to place 
orders in industrial countries and engage 
in the production of some commodity 
useful to these countries, such as cotton, 
coffee, rubber, ground-nuts, copper, tin, 


diversity of individual needs, and this 
variety is itself determined by the mode 
of living, education and the employment 
of leisure. 

We have seen that mechanization helps 
to raise the standard of living and to 
create leisure. In proportion as tech- 
nical progress reduces cost prices it ex- 
tends markets, either by adjusting selling 
prices to the purchasing capacity of a 
larger number of consumers or by en- 
abling the producers or wage-earners to 
devote more of their income to consump- 
tion. 


DEVELOPMENT OF BOTH MARKETS 


The development of the home market 
and that of the foreign market go hand 


“While the efforts of the last century have concentrated on 
the machine for turning out the goods, the special task of today 
consists in improving the mechanism that produces customers.” 


nitrates, or petroleum. Should the prod- 
uct which constitutes their sole basis of 
credit suffer a fall in price it will become 
impossible for them to meet their external 
commitments, and the industrial coun- 
tries will be deprived of markets on 
which they relied. 

Capital invested in means of transport 
would be lost, and there would be no 
justification for the construction of new 
lines if obstacles of a political and 
psychological nature should continue to 
render the exchange of goods imprac- 
ticable or difficult. 

At present, these obstacles are aggra- 
vated by the contraction of credit, for 
which they have been largely responsible. 

Be it intensively or extensively, the ex- 
pansion of consumption is mainly a ques- 
tion of means of payment. But pur- 
chasing capacity created by credit would 
be futile and ephemeral if borrowers did 
not obtain by the sale of goods or ser- 
vices the means wherewith to discharge 
their debts. The possibility of reciprocal 
services, however, is dependent on the 


in hand; they are two aspects of the 
multiplication of exchanges. Far from 
being apprehensive of the industrializa- 
tion of new regions, we must regard it— 
provided only there is no restriction on 
the circulation of goods—as a source of 
enrichment for the rest of the world. 
A population which obtains goods at 
lower prices as a result of local produc- 
tion will have more funds available for 
other purchases, and it will be able to 
place its products outside only in so far 
as it employs the proceeds in external 
expenditure. 

Immediately after the Napoleonic 
wars it was feared that British industry, 
being powerfully equipped with ma- 
chinery, would crush its Continental 
rivals. It was soon seen, however, that 
England, precisely because of her in- 
creased means of production, afforded 
the Continent unexpected possibilities 
for commercial and industrial develop- 
ment. 

Has Canada purchased less from Amer- 
ican industry since she exploited her 
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forests and mineral resources, worked 
their products, and utilized her water 
power? 

And who would maintain today that 
industrial Europe would be more pros- 
perous if the United States had remained 
an agricultural country as it was a hun- 
dred years ago, when its contribution to 
the world’s economic system consisted 
merely of exports of cotton? 

The present crisis will come to an end 
like all others in the past. Balance will 
be restored between production and con’ 
sumption. But if this crisis is to be over- 
come without a diminution in public 
wealth or without a depopulation caused 
by extreme impoverishment, and if this 
readjustment is not to involve a universal 
lowering of the standard of living, it is 


Restrictions to the movements of cap- 
ital and labor; 

Efforts made in every country, behind 
the shield of protection, to manufacture 
and grow every kind of product, instead 
of concentrating on those which they are 
in the best position to supply; 

Practices by which certain traders and 
manufacturers and especially public au- 
thorities, have deservedly incurred dis- 
trust by sacrificing to fleeting advantages, 
their reputation for trustworthiness and 
fairness. 

As a result of national and interna- 
tional understandings between producers 
—several have been concluded recently 
and others are under negotiation—pro- 
duction will in future be more specialized 
at the same time; and it will be slackened 


“The present crisis, like its predecessors, will be overcome by 
a readjustment of consumption to production rather than of 
production to consumption.” 


once again expand until it reaches and 
exceeds the dimensions it had attained 
in 1929. 

This will be achieved thanks to tech- 
nical progress which does not consist 
merely in improvements applied to the 
means of production and distribution, 
but also in rationalization of industry, 
commerce and finance. 

While the efforts of the last century 
have concentrated on the machine for 
turning out the goods, the special task 
of today consists in improving the mech- 
anism that produces customers. 


OBSTACLES HAMPERING TRADE 


The obstacles which at present ham- 
per the flow of trade must be eliminated 
or minimized. These are: 

Misunderstandings, frictions, jealousies 
and ambitions that still disturb interna- 
tional relations; 

Multiplicity and height of customs 
barriers; 


until the accumulated stocks have been 
absorbed. 

Agreements of this kind will moderate 
competition and thus facilitate the re- 
duction of tariffs. Countries whose ultra- 
protectionist policy, exacting payments 
in a metal which is practically unobtain- 
able, acts as a deterrent to purchasers, 
will then find unexpected customers 
those nations to whom their markets will 
have become accessible. 

International undertakings will pro- 
vide for the equipment of new or back- 
ward regions, with the object of making 
them something better than mere com- 
plements of industrial countries; or 
again, they will establish sales and propa- 
ganda services, more efficient than the 
organizations improvised by certain gov- 
ernments for the purpose of large barter 
operations between their nationals and 
foreign countries. 

Above all, however, let credit be re- 
stored, and with it the capacity and the 
will to purchase. 

But how? By enabling lenders again 
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to feel confident that their enterprises 
will be safeguarded and not frustrated 
by the public authorities, and that their 
debtors will be neither prevented nor ex- 
empted from faithfully discharging their 
obligations toward them. And further, 
by the conviction, widely diffused and 
firmly rooted in the public mind, that 
trade will revive and that a new period 
of economic prosperity is about to begin. 

Credit institutions have already been 
formed in various countries to supple- 
ment the initiative and resources of ex’ 
isting establishments or to provide them 
with additional guarantees. Similar 
measures hastened the solution of each 
of the great crises during the last cen- 
tury. If, however, the restoration of 
credit throughout the world is beyond 
the might even of the most powerful 
banks or the treasury of a single state, 
as the experts who met at Basle last 
summer concluded, then the governments 
of the principal nations must co-operate 
for the purpose of endowing an inter- 
national credit institution with the 
necessary means. 

The present crisis differs from its pre’ 
decessors in its extent; it has affected the 
whole world because the body economic 
has become world-wide. It is more difh- 
cult to cure because the rancor and dis- 
trust left behind by an almost universal 
war have obliterated the sense of inter- 
national interdependence, and because 
considerations of national prestige out- 
weigh the desire for a co-operation which 
is indispensable. 

Nevertheless, by exercising tact and 


good-will, it should be an easy matter to 
bring back confidence, revive consump- 
tion and re-establish and extend the cir- 
culation of goods. 

If the canker of unemployment should 
continue or spread, Europe—not to men- 
tion overseas countries—will be spending 
this year seventy-five milliards of Belgian 
francs for keeping workers who are pro- 
ducing nothing; next year she will have 
to spend another seventy-five milliards 
or more on a greater number of unem- 
ployed; and at least in so far as this ex- 
penditure will have been defrayed by 
borrowing Europe will be impoverished. 

At this rate her capital reserves will 
soon be exhausted, and her populations 
would be dragged down towards distress 
and disorder. 

The business of national leaders is not 
to await, precariously shielded by popu- 
lar favor, the onslaught of events or men. 
The business of industrial and financial 
leaders is not to await the return of 
propitious conditions, relying on the 
well-tried patience of their shareholders. 
Today both must be inspired by an ac- 
tive sense of the interdependence of 
nations and of economic activities. They 
must give proof of bold initiative. The 
arsenal of science will furnish them with 
the weapons they need to regain and 
retain prosperity. 

Technical progress, the inexhaustible 
source of wealth and the unfailing pro- 
vider of employment, which it has 
steadily rendered less arduous and more 
remunerative, will have cured the evils 
that some imagine it to have caused. 





The Origin of Travelers’ Checks 


German historian and biographer, 

in an article in the London Daily 
Express entitled “Let Dreamers Rule the 
World,” mentions that the currency that 
goes anywhere in the world is not that 
of a great nation, but that of the Ameri- 
can Express—its travelers’ checks. We 
should like to thank Herr Ludwig, 
writes Travel Trends, the monthly house 
organ of the American Express Com- 
pany, and inform him and our banking 
friends that this has been going on since 
1891, and came about this way: 

In 1890, the president of the Ameri- 
can Express Company went to Europe, 
carrying with him the usual medium of 
exchange then available, a letter of 
credit. In hopping from country to 
country, he found it like crossing from 
state to state in this country, the dis- 
tances being so short, but at each fron- 
tier he left various amounts of his hard- 
earned American income in the form of 
exchange losses. 

Apart from being expensive, it was 
a nuisance. When he returned to the 
States, American Express officials began 
to work out the travelers’ check system. 

Two problems facing them were 
identification and acceptance. It was 
decided that two identical signatures, 
one made at the time of purchase, and 
the second at the time of spending, 
would be safe, and this plan was 
adopted. The next moves were to adopt 
a check of pleasing color (blue) and 
style; to inform the thousands of banks 
with whom the American Express Com- 
pany had exchange transactions that 
these novel pieces of blue paper were 
backed by the American Express Com- 
pany and could be cashed ad libitum 
provided the second signature was made 
in their presence and was identical with 
the first. 

Foreign hotels, stores, and railroads 
soon learned that the American Express 
credit was good. The holders of the 
checks found it was not necessary to 
present them at banks. An important 
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additional feature was that of insurance. 
Lost or stolen uncountersigned checks 
which had not been exchanged for value 
would be refunded. 

The scheme was all worked out and 
put in operation in 1891. That year 
248 checks were sold amounting to 
$9120. Nine years after, the sales had 
grown to $6,000,000. By 1905 they 
were $13,000,000; by 1910, $27,000,- 
000. The largest sale by the American 
Express Company prior to the war was 
in 1913, when about $32,500,000 were 
marketed. That was the biggest travel 
year the country had ever known—-about 
244,000 passengers going to Europe first 
and second class. Since the war, travel- 
ers’ checks have become almost as much 
a part of a traveler’s requirements as his 
railroad or steamship ticket. 

The sales of American Express travel- 
ers’ checks now in one month sometimes 
exceed the sales for the entire year 1913. 


Wd 
COURSE OF GOLD PRODUCTION 
S South Africa contributes consid- 
A more than one-half of the 


world’s total production of gold, 


it is interesting to see how the output 
of the metal is keeping up in that quar- 
ter of the world. For the years named 
the production, in fine ounces, has been: 
1926, 9,962,852; 1927, 10,130,630; 1928, 
10,358,596; 1929, 10,414,066; 1930, 10,- 


719,760; 1931, 10,874,145. For the first 
four months of 1931 the production 
aggregated 3,547,848 fine ounces, and 
for the same period in 1932 the total 
was 3,760,628 fine ounces. 

Predictions have been made that the 
future gold output of the South African 
mines will either not increase, or that it 
will show a decline. Without question- 
ing the engineering authority on which 
such predictions are based, it is known 
that for several years the production has 
actually shown a substantial gain, and 
that the rate of gain for the present year 
seems to be well maintained. 





Bonds and the Country Banker 


Some Scattered Thoughts on the Bond Problems of a Country 
Banker Extracted from a Recent Address in Minnesota 


By ELMER E. ADAMS 
President, First National Bank of Fergus Falls, Minn. 


little to do with bonds until the 

World War. There was scarcely 
a bond in any bank save national banks 
which had to put them up for circula- 
tion. 


"Tia banks in Minnesota had very 


Prior to this time banks which had 
surplus money were accustomed to 
buy commercial paper which was put 
out by grain elevators, wholesale houses 
and various industries. These notes 
made a very desirable investment for 
the banks as they were seasonal and 
the money flowed in and out. It will 
be recalled that about 1920 these con- 
cerns, which used to furnish commercial 
paper, decided to take advantage of 
the situation and do permanent financ- 
ing and so they sold bonds and pre- 
ferred stocks to an eager public. 

The representatives of trust 
panies, banks, and bondhouses grew 
more and more vigorous and _ these 
concerns which had a good reputation 
as the issuers of commercial paper 
were soon able to permanently finance 
their concerns and were no longer asked 
to guarantee the paper which they had 
formerly distributed. 

The personnel which was_ behind 
much of that commercial paper ceased 
to be personal when the new securities 
had been absorbed by the public and 
the preferred stocks and bonds of some 
of the best names in the Northwest 
lacked the flavor of the old-time com- 
mercial paper guaranteed by individuals. 


com- 


When these bonds were taken by 
the banks the due date apparently 
did not cut any figure. They were 
taken in the belief that if the money 
was needed before the bonds became 


due they could be readily sold on the 
market. The buyers took these bonds 
without a proper investigation. As 
one of my young banker friends, in 
talking over his troubles, used to say, 
“That was when we were green,” and 
it was some time before bankers realized 
that bonds were resting on security 
without the personal and moral back- 
ing of the makers of the bonds. Many 
times the bankers undoubtedly bought 
bonds because they liked the young 
man who was selling them but more 
frequently they relied upon the judg- 
ment and high standing of the banks, 
trust companies, and bond houses which 
put out these securities. 


The country banker not only has 


no statistical department to analyze 
the statements but he has none of the 
facilities for going out and counting 
the trees, weighing the ore, valuing the 
machinery or the buildings on which 
the security rests. I learned later in 
my life that oftentimes many of those 
who joined the underwriting made no 
investigation but accepted the investi- 
gation of the house which originated 
the issue. 

As I have grown old I have con- 
tended that there is no more reason 
for a banker to have more money in 
his bank than he can profitably use 
than there is for a merchant to have 
more goods on his shelves than the 
community can purchase. Too large 
stocks of goods have led to losses and 
more money in a bank than the com- 
munity needs has always been a source 
of danger. Yet there is no banker 
who wants to see the volume of his 
bank grow less and many have used 
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the slogan, “Watch Us Grow,” little 
realizing that an overstock of other 
people’s money was a menace and a 
dangerous thing. 


When a bank has a bond in its 
portfolio it is absolutely helpless if 
conditions are getting worse and the 
only thing that it can do is to sell 
it and confirm its loss. It is impossible 
to participate in the operation of utili- 
ties, the oil wells, railroads or indus- 
tries. If you have a note in your pouch 
which is getting a little rusty and your 
attention has been called to it by the 
examiner you can put your personal 
work on it and many, many times 
something that has started to slip is 
whipped into shape because there is 
an opportunity for a banker to use 
his energy and ingenuity. 

I have always had the kindest feel- 
ing for the examiners who have come 
to examine a bank. I think as we 
look back everyone will concede that 
if we had deferred somewhat more 
to the suggestions and warnings of 
the examiners that many conditions 
could have been improved and many 
losses avoided. The officer who takes 
a note is always its defender and 
apologist. I have tried to get away 
from that idea but in my contacts with 
others I always find them fighting to 
the last ditch that the paper is good 
instead of accepting the situation and 
attempting to improve it. Of course, 
with so much work the examiners can- 
not come as frequently as they ought 
or stay as long as would be good for 
the institutions. 


In these days, when bond selling 
has become a lost art, a good many 
of the bond salesmen are becoming 
investment counsellors and are offering 
their services to institutions and indi- 
viduals. There is undoubtedly a field 
for this but from what I have observed 
recently I am satisfied that one of the 
greatest services which could be 
rendered to 99 per cent. of the banks 
throughout the Northwest would be 


to have a trained, hardboiled coun- 
sellor sent to an institution and have 
him spend a month going over the 
business of the bank, checking up things 
which are being neglected, fixing up the 
security where the banker hesitates on 
account of friendly relations from doing 
what ought to be done. I have been 
surprised to find in so many instances 
that bankers have not checked to see 
whether taxes were paid on the land 
on which they had security or that they 
have been altogether too lax in the 
renewal of mortgages, both chattel and 
real. If a vigorous counsellor could 
spend thirty days following up what 
the examiner found I believe it would 
be the best money that a bank could 
spend to avail itself of such services. 


If no other good results from the 
work of the Reconstruction Finance 
Corporation, it has made a lot of 
bankers put their affairs in much better 
shape before getting aid. 


I have talked with a great many 
men since Ivar Kreuger shot himself 
and I have not found anyone, big 
or little, who feels that any one should 
be criticized for having an International 
Match bond in his portfolio and there 
is no doubt but what the banks of 
the entire country have more or less of 
them. Here was a bond brought out 
by one of the best known, highest 
grade houses in the country. It was 
recommended to me by an outstanding 
financial institution. It was listed on 
the New York Stock Exchange and 
there was a well maintained market 
for it. It was recommended by the 
statistical services and the report of 
earnings showed that it was a bond 
that anyone could feel satisfied with. 
What has happened no one yet knows 
but the bond which was selling for 
$998 is now selling for $45. Whether 
it is going to be worth more or less 
time alone can tell. 


I think others join with me in feel- 
ing that we have been taken advantage 
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of by those whom we were justified in 
trusting. I recall buying some bonds 
of a certain trust company. I thought 
I asked every question that I needed 
to ask in regard to the security, and 
which by the way has since been paid. 
Just as I was handing the draft to 
the cashier I asked who was getting 
this money and he said: “We are. 
The corporation owes you now. It 
used to owe us.” I have a feeling that 
a good many collections have been made 
in this manner; that we perhaps were a 
little gullible in taking securities which 
were sold to us in order that those who 
sold them might make their commissions 
and their collection. 


The country banker and the country 
bond buyer are in difficult positions. 
They are about as helpless as the lambs 
which go to Wall Street because they 
do not get the information until long 
after those on the inside have it. The 
underwriters and distributors get in- 
formation first and if there is any 
weakening in the structure of the issue; 
if operating costs are up, or earnings 
down, or there are any spots on the 
horizon which are going to affect the 
security, they learn of it in advance 
and additional pressure is put upon 
its distribution. The average country 
banker is not an analyst or a statis- 
tician and circumstances and conditions 
do not make it possible for him to 
become such, unless he is going to be 
a bond owner in a very large way. 


The ticker and ticker habit have 
done much to unhorse the bond as 
an investment. For generations indi- 
viduals and corporations have owned 
bonds. They put them away, some- 
times even forgetting to cut the cou- 
pons. The value of a bond was tested 
only by the promptness with which 
the interest was paid and the principal 
when it matured. Then the ticker 
appeared, not only in the bucket shops 
but in the larger banks and bond 
houses. One hand is on the pulse 
while in the other there is a ther- 


mometer to see if something is not 
wrong. Something would have to 
happen to a bond under such con- 
ditions and when business slows up 
something does happen. The bond 
clerk is kept busy calling up for quota- 
tions and if there are no quotations 
based on transactions, he asks for bids, 
and the bids he gets are wild plunges 
without any regard for value. 

It is only natural that the holders 
of bonds which are not as desirable 
as they were when they were taken 
are anxious to dispose of them and, 
if you who have bought bonds will 
look back over this bond-buying era, 
I think that you will find that some 
of these investments were made as a 
result, if not of high pressure, of at 
least energy in selling. You can easily 
determine how these bonds have stood 
up. 


I have tried to arouse some interest 
on the part of those who have made 
investments and in due course have 
found them going wrong. The first 
intimation a country bondholder has 
that something may happen is the 
notice of a formation of a protective 
committee. These protective commit- 
tees are very frequently made up of 
men who are entire strangers and are 
generally some employes of the organi- 
zation which underwrote or distributed 
the bonds. Recently I wrote a com- 
munication which was published in 
one of the metropolitan papers which 
covered this situation as well as I can 
do it now and I am, therefore, going 
to incorporate it as a part of my 
remarks. As a result of the publica- 
tion of this article I received more 
than fifty communications from those 
who approved of what I said and who 
wanted to know what to-do in order 
to protect their interests. 


I have always wondered at the apparent 
stupidity and inertia of the depositors in a 
closed bank, in never knowing or learning 
what had become of their money and why 
they did not get more out of the debris. 

I have come to the conclusion that the 


bondholders of a defaulting corporation 
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show less character and energy than de- 
positors and especially if these bondholders 
are country bankers. 

The crowd which has done the looting 
generally seizes the ball by forming a 
“protective committee” or a friendly receiv- 
ership and the bondholders sit supine and 
silent while the assets grow less. There has 
been a false pride and a lack of courage 
on the part of bankers, as they hate to 
admit they have erred and they have too 
many times feared to admit they have had 
a loss lest it damage the credit of their 
institution. 

I am frank to admit I have been stung 
and stung until it hurts, but I am going to 
try to recover something out of the wreck- 
age, and I hope there are some other 
bankers and bondholders who feel the same 
as I do. 

A few months ago a concern went into 
‘the hands of a friendly receivership. Those 
who read the newspapers may have read 
that before the bondholders get a_ nickel, 
two of the receivers get $30,000 each for 
their work of a few months, and $37,000 
is allowed for attorney fees. 

Pay for the third receiver will be a 
matter for further consideration. 

It is hard to understand why a court 
will allow such fees except that it has 
been the practice to permit it, and the local 
depositors and bondholders have not the 
energy or courage to protest. 

Hundreds of corporations are defaulting, 
and receiverships and “protective commit- 
tees” are going to be major lines of business 
in the future. Would it not be a good 
idea for bondholders, depositors and stock- 
holders to sit up and take notice? 


One of the surprising but dishearten- 
ing things in regard to those com- 
munications which I received was that 
some were anonymous and others were 
marked confidential, exhibiting a feeling 
that if they did anything to protect 
themselves, it might result in contempt 
of court or reprisals. We certainly 
will never make any progress in pro- 
tecting our interests unless we have 
the courage to stand up. 


The banks of the country cannot 
carry or absorb all the depreciation 


and deflation. If a railroad cannot 
meet its obligations on the minute it 
is permitted to run. The same is true 
of factories, farms and stores and 


mines, but the moment a bank fails to 
meet every demand it is counted out 
unless a mayor declares a holiday. It 
would be fine if all banks could pay 
on every and all occasions but is it 
reasonable to expect that they can if 
farmers, business men, municipalities, 
railroads, industries and utilities, in fact 
if most of the nations of the earth 
failed to repay them and their securi- 
ties dropped on the market? While 
everyone else is taking a moratorium 
is it unreasonable that one should be 
granted to banks? 


mM 


A CENTURY OF PROGRESS IN- 
TERNATIONAL EXPOSITION 


HICAGO, with its customary en- 
( terprise, is pushing ahead prep- 

arations for the World’s Fair 
to be held in that city next year. So 
far has the work progressed that a year 
in advance of the opening date, June 1, 
1933, the announcement was made that 
thirteen buildings are either already 
standing, approaching completion or 
under construction and a number more 
will be undertaken this summer. Ten 
million dollars, assured by a bond issue 
underwritten by Chicago citizens, is pro- 
viding adequate financing. Contracts 
aggregating more than $3,000,000 have 
already been signed by more than 150 
great corporations, representing prac- 
tically every phase of industry, either 
for the purchase of exhibit space, or for 
the erection of special buildings. Forty- 
four states of the Union have either ap- 
propriated money for participation, or 
appointed official state commissions to 
develop exhibits. Four territories have 
made appropriations for exhibits. A 
bill authorizing an appropriation of 
$1,000,000 for a Federal building and 
exhibit has been passed by Congress and 
signed by President Hoover. Official 
acceptances to participate have been re- 
ceived from a number of foreign nations. 


. 





Bank Travel Bureaus and the Future 


Present Conditions Have Reduced Profits and Increased Com- 
petition — Opportunities for the Future Under Good 
Management 


By JoHN Stocks 


Secretary, Association of American Bank Travel Bureaus 
Manager, Travel Bureau, First National Bank, Chicago 


HE entrance of banks into the 
travel business is frequently thought 
of as a recent development. His 
torically, however, this is far from true, 
for one of the principal functions of a 
bank in the early days of banking was 
to assist travelers in arranging their 
journeys. For many years a number of 
banking institutions in Ohio, Pennsyl- 
vania and other eastern states have sold 
steamship tickets to a large foreign-born 
clientele. This was a logical practice in 
a foreign banking department with a 
large exchange business as the steamship 
business in connection with prepaid 
tickets could be secured with little sales 
effort. 

After 1921 immigration was greatly 
restricted by the quota law and as a re- 
sult the steamship business in the cheaper 
classes was greatly reduced. At about 
this time, however, the popularity of 
travel began to show a marked increase 
and bank travel bureaus then established 
benefited by the stimulation of a more 
expensive and profitable class of travel. 
This interest in pleasure travel on the 
part of so many depositors resulted in 
the organization of many new travel de- 
partments in banks in the Middle West, 
and a gradual expansion including banks 
in all parts of the country. 

The rapid acceptance of this new de- 
partment by banks was based upon dif- 
ferent considerations in different locali- 
ties. It was found in many of the 
smaller cities where competition was 
limited that a travel bureau could be ex- 
pected to yield a very satisfactory profit. 
In many large cities, although in view 
of highly competitive conditions the 
travel bureau was not expected to show 


a large profit in the early stages of its 
existence, it was recognized that a bank 
bureau offering unprejudiced advice re- 
garding methods of transportation, 
routes, hotels and all details of travel, 
would be a convenience and help to the 
public, thereby establishing a contact 
with one bank department that might 
result in business for other departments. 

One of the reasons for organizing a 
bank travel bureau in many banks was 
the ever-increasing competition for the 
sale of travelers’ checks. Many of the 
prominent tourist and steamship com- 
panies brought out their own checks and 
turned to their agents throughout the 
country as the most efficient means of 
distribution to the public. As a result 
there are now thousands of places 
throughout the country where these 
checks are sold. Steamship travel is 
sold in insurance offices, railroad stations 
and private homes as well as in well- 
organized offices, and recognition as a 
travel agent usually makes one eligible to 
sell travelers’ checks. When delivering 
tickets to his clients the agent at the 
same time makes an effort to sell the 
checks as a normal part of the service 
and, unless the client has a close contact 
with his bank, he usually purchases his 
travel funds where he makes his travel 
arrangements. The average travel agent 
cannot, of course, sell letters of credit, 
but the traveler is apt to overlook this 
important aid to travel finance unless it 
is brought to his attention. A transac- 
tion completed by the bank travel bureau 
means that the travelers’ check and let- 
ter of credit business is retained by the 
bank, where otherwise it may be lost to 
the outside agencies. 
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By the end of 1929 banks that had 
offered travel facilities for some years 
had increased the scope of their travel 
departments in order to handle satisfac- 
torily this new de luxe type of travel. 
The number of new bank travel bureaus 
has increased steadily until west of the 
Atlantic seaboard banks now control a 
very large proportion of travel sales. 


TRAVEL DURING THE DEPRESSION 


The seasons of 1930 and 1931 found 
steamship and tour sales declining. A 
similar condition appears likely for 1932. 
In addition to this situation, radical re- 
ductions have taken place in steamship 
rates, thereby decreasing considerably the 
commission earned on this type of sale. 
The travel agent in past years found 
that the most profitable part of his busi- 
ness was not the sale of steamship trans- 
portation but the sale of what is termed 
an “independent tour” abroad. Under 
this arrangement all reservations were 
made in advance by a reliable tourist 
company, and guides, meals, transporta- 


tion and sight-seeing were provided. 
Payment was made in advance and the 
booking agent received commission on 
the entire journey rather than on the 


steamship passage alone. It is difficult 
to sell this type of travel under present 
conditions. Clients prefer to make their 
own arrangements abroad, believing that 
at the last moment they can secure con- 
cessions on the spot, as they are well 
aware that reservations are available. 
The loss of this type of business has been 
a decided blow. This same tendency to 
“shop” for low prices has resulted in 
clients’ booking direct with the local 
steamship offices or waiting until they 
arrive at the Atlantic seaboard to make 
a definite choice of accommodations. In 
line with the times, there has also been 
a tendency on the part of travelers to 
spend less on their ocean transportation. 
Former first-class passengers in many in- 
stances are now traveling cabin class on 
smaller, slower ships; former cabin pas- 
sengers are traveling tourist, and so on 
down the line, thereby reducing the 
commission involved. 

As a result of lower sales volume in 


the transportation world competition has 
become very keen. In many instances 
the bank travel bureau loses bookings to 
outside organizations which are able to 
follow up leads in a more aggressive 
manner than the conservative policy of a 
bank would permit. Another very dis- 
turbing problem in the steamship busi- 
ness during the last few years has been 
the tendency on the part of steamship 
lines to increase greatly the number of 
new agencies, hoping to gain a few book- 
ings as a result of making the first ap- 
pointment and thus receiving favorable 
consideration on future bookings at the 
expense of their competitors. Conse- 
quently, with a smaller market in view, 
there seem to be more agencies involved 
in the scramble to get a fair share of the 
business, resulting in a smaller profit for 
all concerned. Perhaps because of the 
limited experience and the small over- 
head necessary in operating a travel 
agency, there are many agencies con- 
ducting business on a very unethical 
basis, giving them a temporary advan- 
tage over well-conducted agencies which 
refuse to indulge in “split commissions” 
and other unfair practices. It is to be 
hoped that the steamship companies will 
take steps in the future to protect their 
well-established agents against this un- 
fair competition. 

With these conditions resulting in 
lower revenues for the travel bureau and 
a corresponding smaller volume of busi- 
ness, the organization of new bank 
bureaus has practically ceased. In fact, 
we find that there are many less now 
than two years ago, due partly to bank 
closings and partly to retrenchments. 

In this period, when the bank travel 
bureau must struggle to justify its ex- 
istence, what can be done to increase its 
business within the now limited market 
or to reduce its overhead to compensate 
for lost revenue? 


CUTTING DOWN COSTS 


In reviewing the cost of maintaining 
a travel bureau, it will be found that 
rent is a very large item in the overhead 
cost. The business requires a prominent 
location and the value of the space occu- 





THE BANKERS MAGAZINE 


pied is carried on the bank’s books at a 
high figure. There is little possibility of 
reducing this item unless the bureau's 
business is reduced to such an extent 
that it can be transacted in smaller 
quarters. 

Salary expense is usually more easily 
controlled than rent. Reduction in 
salaries presents an effective method of 
reducing overhead and it has been fol- 
lowed in the majority of bank bureaus. 

Salaries and rent together represent 
80 per cent. of the expenses of the aver- 
age bank bureau. Advertising costs can 
be reduced somewhat but it is a debat- 
able question whether this is a wise 

policy to follow as it is almost certain to 

sevdlt in decrease in business. Other 
than stationery costs and agency fees, 
there are few additional expenses in- 
volved in the operation of a travel 
bureau. Therefore, although certain re- 
ductions in expenses can be made, the 
most effective method of maintaining a 
satisfactury profit lies in the promotion 
of new business. 

Air travel is becoming increasingly 
popular and with little effort it can be 
developed as a new source of revenue 
by the bank bureau. Business men who 
can benefit directly by the saving in 
time assured by air transportation rep- 
resent the best possible prospects and 
the bureau that is able to render a 
prompt and satisfactory service in this 
field can build up an excellent business 
in the future. The particular value of 
this new type of transportation to the 
bank travel bureau is that it pays a com- 
mission, while rail transportation must 
be handled at present for the most part 
without any financial return. 

A commission is also received from 
the sale of bus transportation. In the 
days of a large volume of travel business 
some bureaus considered it not worth 
while to spend a great deal of time on 
this type of transportation but with a 
little time and effort it is surprising to 
note how these sales help to increase a 
bureau’s profits. 


POSSIBILITIES OF DOMESTIC TRAVEL 


The possibilities of revenue from 
domestic travel have been neglected by a 
number of bank bureaus perhaps because 
the railroad companies pay a commission 
on round-trip tickets to tourist points 
to many commercial agencies but not to 
bank bureaus. In view of the declining 
passenger traffic and the fact that bank 
bureaus would no doubt put forth addi- 
tional effort to stimulate domestic travel 
if they were paid commissions, it is sur- 
prising that the railroads do not make it 
worth their while financially. Possibly 
the time is not far distant when pas- 
senger trafic managers will decide that 
in the bank travel bureau they may build 
up an efficient sales organization at little 
cost. 

The bank bureau, through its connec- 
tion with a bank, has an excellent in- 
troduction to a large group of travel 
prospects. The opportunity should be 
taken during these times to call person- 
ally on as many of the bank’s important 
clients as possible, advising them of the 
services offered. Many valuable contacts 
will thus be established. Is is surprising 
how many customers of the bank have 
overlooked this service. They appreciate 
having it brought to their attention and 
often bring in business within a short 
time after a call. 

One comment frequently heard is to 
the effect that people seldom regret the 
money spent on travel. Now is the time 
to prepare for the better opportunities 
in the travel business, which are certain 
to come. There is every reason to be- 
lieve that the bank travel bureau is going 
to play an increasingly prominent part 
in the sale of transportation. Present 
conditions will probably reduce the num- 
ber of agents and offer a more profitable 
market to the survivors. With the re- 
turn of normal conditions, therefore, the 
bank bureau should be in a splendid 
position to increase its volume and 
profits and at the same time to justify 
in even fuller measure the other reasons 
for its organization. 
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What They Say 


“ITS AN ILL WIND——” 


“Banking has for the last three years 
been passing through such a storm as 
has previously been experienced by only 
the oldest inhabitants of our officers’ 
platforms. It has overwhelmed many 
banks. But from every situation, no 
matter how bad, some gain must come. 
The gain for the profession of banking 
is the increased skill that is accruing to 
those bankers who are bringing their in- 
stitutions safely through this financial 
storm. They will be better bankers than 
they have ever been. Jt is not extrava- 
gant to prophesy that some of them will 
be better bankers than this century has 
yet produced.”"—Craig B. Hazlewood, 
vice-president First National Bank of 
Chicago. 


CURB RESERVE 


“Every effort should be made by 
Western and Southern bankers to 
change the Federal Reserve Act so that 
the Federal Reserve banks may be con- 
fined to what they were originally in- 
tended to be, that is to say, banks of dis- 
count and issue and open market trans- 
actions. Serious consideration should be 
given to the correction of a banking sys- 
tem which, in the midst of the most 
generous yields of basic products with 
which nature has endowed a country, 
has caused ‘the people themselves to be- 
come widely impoverished or has denied 
the privilege, in large measure, of eco- 
nomic independence.”——Nathan Adams, 
president First National Bank of Dallas. 


ADJUSTMENTS 


“All business is going through the 
process of adjusting its costs to a lower 
price level and to a small volume, and 
those businesses which have adjusted 
themselves rapidly and successfully in- 
spire confidence in themselves and are 
able to borrow freely from their banks. 
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Generally speaking, American business 
has performed magnificently in making 
the necessary changes. Government has 
moved more slowly and its task of ad- 
justment is still unfinished.”.—Dr. W. 
Randolph Burgess, deputy governor 
Federal Reserve Bank of New York. 


THE BEGINNING 


“Sound business revival must begin in 
an increase in consumption. It cannot 
be created merely by an increase in 
credit, nor an expansion in uncalled for 
production. But moral influence can be 
brought to bear on the public mind 
aimed to release, by a restoration of 
confidence, the potential buying that 
now exists..—Harry J. Haas, president 
American Bankers Association. 


JUMPING WALLS 


“Every time a tariff wall is erected in 
a foreign country our manufacturers 
have to leap over it by discontinuing the 
export of finished products and manu- 
facturing the product in the country in 
which it is to be sold. The danger to 
American labor is cbvious.”"—David P. 


.Erwin, advertising manager General 


Motors Company. 
SELF-RELIEF FOR THE FARMER 


“Pigs and chickens and cows are 
worth more to the individual farmer 
than all the government relief programs 
that may possibly be conceived.”—Mel- 
vin A. Traylor, president First National 
Bank, Chicago. 


LEGISLATING IN FAVOR OF 
INCOMPETENCE 


“People think that politicians can save 
industry. They cannot. The whole 
idea is absurd. Tariffs, inflation and 
similar schemes are futile and represent 
merely the effort to legislate in favor of 
incompetence.”"—-H. Gordon Selfridge. 
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Know the Truth About Your 
Mortgages 


Present Mortgages Should Be Carefully Checked and Future Ones 
Adequately Safeguarded — A New Suggested System 


By RANDOLPH H. ALMIROTY 


O a greater or less extent banks 
and bankers must deal with finan- 
cial operations connected with 
building and real estate and in many 
such institutions, particularly in the sub- 
urban centers, mortgages on land and 
buildings form one of the chief assets. 
A custom of long standing has been 
to regard these mortgages with little con- 
cern, since it has been the common sup- 
position that the mortgagors, long resi- 
dents of the community, were well able 
to carry their properties and that the 
banks could always realize the amount 
of the mortgage if necessary. Mortgages 
were renewed regularly, without much 
thought of change in condition, obsoles- 
cence, maintenance, etc., and in some 
cases mortgages of long standing were 
on properties which had never been seen 
by any of the present officers of the bank. 
They simply knew they were there and 
all seemed well. 

Some recent investigations in this field 
have led us to some disagreeable facts 
and we believe that all banks should 
carefully examine all of their mortgages 
on renewal and see to it that proper in- 
spections and appraisals are made; also 
that the renewal of mortgages be made 
only on a thorough understanding of the 
actual worth of the property. 

A complete system of such inspection 
and appraisals should be the backbone 
of the mortgage department, forming a 
complete history of each property, with 
small-scale plans of the house or build- 
ing, a sketch of the lot giving location, 
size and compass points, a detailed de- 
scription of the building inside and out 
and a report of condition, with notes on 
items requiring attention. At least two 
vhotographs should be included, a care- 


ful computation of the value of the 
building at time of inspection, and a 
statement as to its reproduction value, 
insurance to be carried and maximum 
amount of mortgage for property. 

In addition, the bank should carefully 
weigh in the same manner any new 
mortgages to be made, not trusting to 
the judgment of an officer of the bank 
or any hit-or-miss real estate man, but 
someone qualified to produce a reliable 
report and appraisal. 

In view of the probability of an in- 
creased activity in the speculative build- 
ing field, the proposed home loan dis- 
count plan sponsored by President 
Hoover should be amply fortified by 
policies, systems and regulations which 
would insure the future owner, mort- 
gagee and loaning company against that 
depreciation in property value which 
now takes place in the speculative build- 
ing field even during the construction 
period. 

Safeguarding the interests of the 
owner, loaning company, mortgagee, the 
qualified architect, the reputable specu- 
lative builder and the investment inter- 
ests at large, is an imperative need in 
these days of speculative building of 
homes, and in this the bank can extend 
the greatest influence for improved con- 
ditions. 


RESIDENCE BUILDING FIRST TO RECOVER 


It has been said, and probably is true, 
that the first indications of recovery 
from the building depression will be in 
the form of private house construction. 

In spite of all laws and regulations 
and common knowledge, trickery and 
deceit are still practiced in the produc: 
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tion of homes in the speculative field. 
We still have the “jerry builder” with us. 

He will not employ a reputable archi- 
tect unless the laws and ordinances com- 
pel him to and then only to so barely 
comply with such laws as to permit him 
to proceed. This limited employment of 
the reputable architect usually ends, as 
far as the “jerry builder” is concerned, 
when plans and specifications are filed 
with the authorities and pass the ap- 
proval of the loaning companies and 
mortgagee. 

From that point on, experience has 
shown, the function of the architect 
ceases. The structure loses its architec- 
tural character, its worthiness to with- 
stand the onslaughts of time, weather 
and the elements. Its structure is weak, 
settlements occur in foundations, walls 
and floors. The roof leaks, the plaster 
is cracked, the woodwork warps and 
shrinks. The plumbing gives way, the 
cellar is damp. Retaining walls bulge 
and fall. The heating equipment is in- 
adequate and faulty, the house cold. 
Unfortunately, for the owner, these de- 
fects do not appear until after he has 
taken title. If the market goes dull or 
the finished houses are obviously inferior 
and unsold, the loaning company and 
mortgagee may be saddled with a burden- 
some carrying proposition. 

The faults which originate these losses 
consist largely of the lack of application 
of properly complete scale details and 
complete supervision of the work by the 
architect. Even the limited employment 
of the architect as compelled by state 
laws and local ordinances does not solve 
the difficulty, for no “jerry builder” can 
hope to interpret the intent of a rep- 
utable architect and secure the same 
result, if the architect’s service is sud- 
denly terminated by the mere supplying 
of blueprints and specifications. 


DEFECT OF THE PRESENT SYSTEM 


Let us scan the defects of the present 
system of financing and construction of 
speculative homes. 

The program generally adopted, with 
the exception of the better organized 
loaning companies, is as follows: 


A speculative builder acquires a tract 
of land and subdivides it into lots or he 
buys a lot or lots on a tract previously 
established as a residential district. He 
proceeds to build a home or homes on 
the property, obtaining a loan, based on 
plans and specifications made, or not 
made, by an architect, as he may now 
choose. 

The loaning company advances pay- 
ments on the loan as various portions of 
the building program are completed. 
This method would be ideal but for the 
fact that there is no means by which the 
loaning company may control the builder 
excepting through the existing state laws, 
local ordinances and established policy 
of the particular loaning company in- 
volved. This policy may or may not 
consider the full service of the architec: 
tural profession. 

In the general practice of placing 
loans the loaning company has hereto- 
fore had very little to say regarding the 
commissioning of the architect. The 
speculative builder has retained that 
privilege solely or merely to comply with 
laws or regulations in force. Therein 
lies a serious defect. 

The loaning company is powerless to 
enforce its control other than by flatly 
rejecting the prospect or withholding 
funds and taking over the proposition in 
its mid-career. If the loaning company re- 
jects the proposition the builder goes 
elsewhere and obtains the loan from a 
poorly organized loaning company whose 
interest in the plan, design and type of 
construction of the home is secondary to 
the possibility of obtaining large pre- 
miums for the loan. 

The present practice of the specula- 
tive “jerry builder” in dispensing with 
the service of the architect as soon as he 
has complied with the requirements of 
the architect’s license law and certain 
requirements of the loaning company, 
totally eliminates the supervision of the 
architect, which is indispensable and 
vital, if the plans, specifications and de- 
tails are to be followed out substantially 
and the building is to receive its correct 
architectural character. This means that 
the mortgagee has lent his money on a 
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building supposedly built from certain 
plans and specifications but which ac- 
tually is built according to the ideas of 
the builder. The mortgagee cannot in 
any way be certain that the plans and 
specifications are followed, for such in- 
spection, as made by the loaning com- 
pany, is done only when required at the 
time the payment on the building loan 
is due. This inspection is usually in- 
adequate, in so far as guaranteeing the 
material and workmanship specified is 
concerned. 


PROTECTION FOR OWNER AND MORTGAGEE 


For the assurance of real value in the 
future home it is recommended that a 
system be inaugurated by which the 
prospective owner may be guaranteed in 
regard to the quality of workmanship, 
the excellence of plan and design, and 
the thoroughness of execution of the 
work, so that he may confidently make 
his purchase, knowing that the loaning 
company has already protected him as 
to all the essential qualities of the house, 
including competent architectural de- 
sign and supervision. Such a system 
would bring about confidence on the part 
of the buying public, would immeasur- 
ably raise the standard of construction, 
would improve the qualities of workman- 
ship and, it is believed, would be sup- 
ported by the skilled mechanic most 
heartily. 

The system would be as follows: 

All the banks and loaning companies 
operating in the suburban districts should 
require of the builder who is applying 
for a loan a thoroughly studied plan and 
architecturally good exterior, a complete 
specification, and also that the plans and 
specifications and details must be pre- 
pared by a registered architect who is 
competent, qualified and reliable. In 
addition to the above, the loaning com- 
panies should require that the architect 
supervise the construction of the build- 
ing and that inspections be made at cer- 
tain predetermined periods with written 
inspection reports submitted to the loan- 
ing company and certificates of payment 
issued by the architect, to the contractor 
who, in turn, would present them to the 
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loaning company for their verification 
and payment. 

The architect would be held strictly 
accountable for the execution of the 
work, the interpretation of the plans 
and specifications, the adequate super- 
vision required and, in the event that he 
prove delinquent, incompetent or care- 
less, he would be stricken from the list 
of architects acceptable to any and all 
loaning companies. 

The cost of this architectural super- 
vision service would be added to the 
cost of the loan and would be paid to 
the architect by the loaning company as 
the work progresses, thus removing the 
architect from the dominating jurisdic- 
tion of the builder. 

The practical working of this system 
would discourage the shoe-string builder 
or the builder whose premeditated intent 
is to give the public an inferior article. 
It would eliminate carelessness in archi- 
tectural service and would build up a 
list of capable and conscientious archi- 
tects, from which list the loaning com- 
pany could compel the prospective 
builder applying for a loan to select his 
architect. 

While it might be contended that 
such a system would lead to abuse and 
favoritism on the part of the loaning 
company, it is believed experience would 
soon show that one architect could 
handle only comparatively few jobs con- 
scientiously, which would leave the field 
open to all the architects on the eligible 
list, 

To restore the confidence of the buy- 
ing public in houses built for the mar- 
ket some system such as outlined above 
1s a patent need. 


BANKS AND LOANING COMPANIES WILL 
BENEFIT 


The banks and loaning companies will 
benefit by the safer methods inaugurated 


in the making of loans. They will be 
freed of the detail of checking up the 
builder for the payments made on the 
loans. The plan will eliminate the danger 
of having to carry the property over an 
excessive length of selling time for it 
will be a more attractive investment on 
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the part of the public. Actually the 
loaning companies’ turnover will increase. 

The banks and loaning companies’ 
policy of the future can do much to im- 
prove their position in the mart for bet- 
ter homes. Better investments, greater 
civic improvement and extended increase 
in their own community business and 
profits are certain to follow. They 
should align themselves in support of the 
reputable architect in his eftort to be a 
source of greater wealth, well being and 
usefulness to his fellow citizens. 

We could discard the fatuous theory 
that the modest home owner must, of a 
necessity, be compelled to purchase a 
flimsy, ill-designed, sub-value structure. 
Doubt and cynicism would be dispelled 
and a new desire to own property in- 
duced in the minds of the present gen- 
eration, further stabilizing our national 
life and standard of living. 

The more laudable methods of the rep- 
utable builder would be hailed and 
acknowledged by the buying public, 
which would lend its support. Building 


sagacity would again be applied, in its 
most ideal channel, sound investment 
wedded to an ever-compelling apprecia- 
tion of created beauty. 


We 
HEROISM NEEDED 


“T am not discouraged as to our ulti- 
mate emergence from this depression, 
but I affirm that we are taking, and must 
take, heroic measures to balance our 
budgets, not only with respect to our 
companies but likewise in public affairs.” 
—Charles M. Schwab, chairman Bethle- 
hem Steel Corporation. 


DEVELOP LEADERSHIP 


“This much is clear, we shall ever 
have chaos and we ourselves shall have 
some form of arbitrary government un- 
less we can develop leadership of a type 
which will cause the majority of the 
people to be willing to trust the govern- 
ment and those in charge of it to take 


the necessary steps to pull us out of the 
slough of despond.”—Walter Lichten- 
stein, executive secretary First National 


Bank of Chicago. 
“HARDLY POSSIBLE” 


“It is hardly possible that the eventual 
losses in existing bond accounts will 
prove to be as bad as the present prices 
for many bonds would seem to indicate. 
All of our railroads are not headed for 
receivership. In those few cases where 
such a course may conceivably be 
brought about, the values of the securi- 
ties, even in re-organization, exceed the 
average current prices. All of the 
foreign governments are not going to 
refuse to pay their debts. A country’s 
credit in international money markets is 
so valuable that people will subject 
themselves to extreme suffering before 
they will permit their credit to suffer 
lasting injury through permanent de- 
fault. All public utility holding com- 
panies are not over-capitalized and in 
line for re-organization. In fact, those 
situations which do exist are few in 
number. The owners of our industrial 
companies are finding it difficult to make 
profits under present conditions, but 
they will not abandon, even temporarily, 
their non-profitable businesses to their 
creditors without a terrific struggle. 
They still have faith that their com- 
panies will again earn profits, as in the 
past. Public hysteria is being gradually 
allayed. Deposits are increasing. Debts 
are being paid.”—Harold G. Parker, 
vice-president Standard Statistics Com- 
pany, New York. 


BONUS PAYMENT 


“It does not require much reflection 
to see that if the soldier bonus payment 
were made now, the effect would be that 
business recovery would be postponed 
so far that we could expect to be quite 
a good deal older than we are now be- 
fore we would see normalcy again.”—- 
W. O. Woods, Treasurer of the United 
States. 





Wider Use of Acceptances Urged 


By A. W. RoBERTSON 


Chairman Westinghouse Electric and 


national income was about $94,000,- 

000,000. The cost of government 
was $14,000,000,000 and our interest 
charges about $6,000,000,000, making a 
total of $20,000,000,000, or more than 
20 per cent. of the national income. 
Now, in 1932, we find to our astonish- 
ment and horror that, although our in- 
come has shrunk to approximately $45,- 
000,000,000 a year—and it may be less 
before we get through with this depres- 
sion—the costs of government and our 
fixed interest charges have remained as 
high as they were or higher, namely 
$20,000,000,000 annually. This means 
that if we meet these payments it will 
take about 45 per cent. of our present 
annual income. No wonder taxes are 
going delinquent and interest and debts 
are not being paid. As a people we 
simply do not have the income to meet 
these charges. Hence a continuous pro- 
cession of defaults, foreclasures, receiver- 
ships and bankruptcy. 

If you and I and the other 125,000,- 
000 of us face the facts which confront 
us as a people we will find matters sub- 
stantially as follows: 


|: has been estimated that in 1929 our 


Total assets—some 
present prices. 

Total debts—some 
face value. 


$29,000,000,000 at 


$200,000,000,000 at 


These are the principal items in our 


balance sheet. The reason for our con- 
dition is to be found in the fact that our 
debts have remained in the amount fixed 
during our period of “boom” times and 
inflation, whereas our assets have been 
steadily shrinking on account of the de- 
cline in prices. And note here that, be- 
cause of a drop in the price level of 
about one-third since the time when 
most of our debts were incurred, our 


From an address before students and 


fuculty of the University of Pittsburgh. 


Manufacturing Company, Pittsburgh 


debt burden is actually increased by 
about one-half. 

If we face our income and expense 
statement with equal frankness we find 
that: 


Our total income as a people for 1932, at 
the present rate will be approximately $45,- 
000,000,000 or about one-half the 1929 level. 

The cost of government, national, state 
and municipal in 1932 will be approximately 
$14,000,000,000 or about 31 per cent. of the 
national income. 

Our interest charges, in addition to those 
previously included in governmental expenses 
for the public debt, are about $6,000,000,000 
or about 13 per cent. of the national income. 

These two cost items amount to about 
$20,000,000,000, leaving a balance of only 
$25,000,000,000 to meet all our other ob- 
ligations and requirements. 


In this statement I have placed the ex- 
penses of government and interest on 
our debts ahead of other expenses. In 
actual practice we reverse these items 
and spend our annual income for food, 
clothing and shelter and use what is left 
to pay taxes and interest. Now our in- 
come is so small that we are experiencing 
the greatest trouble in paying for the 
necessities of life and have little or noth- 
ing left over with which to pay taxes or 
meet interest charges. 

As a result taxes and interest in many, 
many cases are not being paid. This 
causes public organizations to default or 
to incur increasing deficits. Private 
debts are being collected by foreclosures 
or cancelled by bankruptcy. In the face 
of this general financial demoralization 
governments are trying desparately to 
increase taxes in order to get sufficient 
revenue to balance expenditures. Just 
how increased taxes can be collected from 
you and me and the rest of the world 
is yet to be seen. It will certainly be a 
painful process. 

In the face of such a situation intelli- 
gent and competent people do not give 
up and surrender although too large a 
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number of us have taken the easy road 
to oblivion. We will do something 
about it if we can find anything sensible 
to do. Intelligent students of the prob- 
lem and people whose judgment I re- 
spect and trust all agree that there are 
two ways out of the mess we are in. 

The first is to follow along the bank- 
ruptcy road on which we are going and 
foreclose every mortgage and wipe out 
enough of the debts by bankruptcy and 
default to bring them down to some un- 
known level and start afresh from there. 
This would mean frightful losses. Fol- 
lowing such a course we could not ex- 
pect to return to the prosperity of the 
past for a long time. 

The other road is a happier one. It 
is to bring our income back to the ninety 
billion dollar level where it was when 
we started to deflate everything and 
everyone except governmental expenses 
and debts. These two items now take 
approximately 45 per cent. of all we 
make. Double our income and _ these 
items will take less than one-fourth of 
our income—which will still be too 
much of it. This would avoid fore- 
closures and receivership and would 
make possible the orderly discharge of 
our obligations. Our incomes can be in- 
creased by increasing the price level, 
which can be done by increasing the 
amount of monetary exchange or credit 
available for business. The supply of 
monetary exchange or credit has dropped 
to two-thirds of what it was in 1929. 
It can be brought back to what it was, 


and without danger. In addition to 
what can be done through the opera- 
tions of the Federal Reserve System—- 
and you are doubtless aware of the new 
open-market policy of the Federal Re- 
serve Board, under which the system is 
buying government securities at the rate 
of about $100,000,000 a week, thereby 
forcing money on the banks and driving 
the yield on government securities down 
to such unattractive levels that banks 
will eventually be forced to seek other 
investment channels or opportunities for 
commercial lending; in addition to this, 
I say, the supply of credit can be in- 
creased by the use of trade acceptances 
in ordinary productive, commercial 
transactions, i. e., to pay our current 
bills for goods purchased for resale or 
materials bought for manufacture by ac- 
cepting ninety-day drafts, which can be 
discounted at commercial banks and re- 
discounted, where necessary, at a Fed- 
eral Reserve bank, thus affording com- 
mercial paper collateral for Federal Re- 
serve note issue. It has been done be- 
fore and is always done in good times 
and if done now would help materially 
to improve conditions and stimulate busi- 
ness generally. This practice can do no 
harm and cannot in any sense be called 
fiat money inflation. It would simply 
help to restore the price level and the 
normal relation between income and 
debt burden. The stimulation due to 
this increase in credit would not perform 
a miracle but it would go far toward re- 
viving business and restoring prosperity. 


———— | 
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Double Liability in Illinois 


be made to amend the Illinois 

State Constitution to provide a 
more reasonable method of arriving at 
and collecting the double liability of 
shareholders in state banks,” stated M. 
A. Graettinger, executive vice-president 
Illinois Bankers Association, in com- 
menting upon a review of the recent 
Supreme Court decision on the liability 
of state bank shareholders prepared by 
the counsel for the association, Charles 
E. Heckler. 

Mr. Graettinger pointed out that the 
action of the Supreme Court in remand- 
ing the judgment against one of the de- 
fendant stockholders for further ac- 
counting was the important feature of 
the decision and has been overlooked by 
most published comments on the case. 

He continued, “This particular point 
produces a situation which practically 
deprives the depositors of closed state 
banks of the substantial benefits provided 
by the double liability section of the con- 
stitution. This is not to be desired. The 
accounting required to establish any 
shareholder's liability to the creditors of 
a closed bank will in many instances 
cost more than the amount involved. 
Surely, therefore, it is to the interest of 
depositors in our state banks to so amend 
the constitution and the banking act as 
to provide a practical method by which 
the double liability can be determined 
and collected. There has been prac- 
tically no complaint registered on this 
point in the case of closed national banks 
and if the law governing the double 
liability in the case of a stockholder in a 
national bank is working satisfactorily, 
it would seem that similar provisions 
should be established for the state bank 
shareholders.” 

The lower court had rendered a judg- 
ment against one defendant, among the 
several in the case commented upon, for 
$4000 as being the liability of a former 
shareholder who had died before the 
failure of the bank, out of which the case 
arose, and whose estate had been dis- 
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tributed some two years before the clos- 
ing of the bank. This particular de- 
fendant contended the evidence was in- 
sufficient to warrant the court in finding 
that she was liable for that amount. This 
contention the Supreme Court upheld 
and stated that the methods adopted in 
arriving at the amount of that liability 
were not in accordance with the rules 
laid down by the court in previous de- 
cisions. 

Attorney Heckler’s review states in 
part: “From the stockholders’ stand- 
point, the feature developed in the 
court’s decision is the fact that his 
liability is limited to debts of the bank 
which were incurred while he was a 
stockholder and which have not been 
paid at the time of the closing of the 
bank, and the fact that, in determining 
what debts have been paid, each with- 
drawal by a depositor is charged against 
the earliest deposit or liability. Inas- 
much as the principal liability of a bank 
is to depositors and depositors are mak- 
ing constant withdrawals, by the applica- 
tion of the withdrawals to the earliest 
deposits the liability of the bank to de- 
positors for debts incurred during any 
given period is necessarily discharged 
within a short period after the indebt- 
edness is incurred and the stockholder 
who owns stock during the period in 
question is also thereby discharged. 

“Therefore, any stockholder against 
whom a charge of liability may be made 
can defend himself by requiring strict 
proof of his liability as shown by a thor- 
ough accounting in each individual case. 
The burden of proof is on the creditors 
and the application of the principle that 
the latest withdrawals must be charged 
against the earliest deposits necessarily 
makes the question of the liability of the 
individual stockholder, particularly one 
who had disposed of his stock long be- 
fore the closing of the bank, one of grave 
doubt, which can only be determined by 
an intricate accounting, which it is difh- 
cult to make and in the making of which 
serious mistakes may easily occur.” 
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Interest Ignores 
BanKing Hours 


The Railroad, the Post Office, the 


Air-Mail, the Telephone, the Tel- 
egraph—all these agencies used by 
banks are in continuous operation. 
To their ‘‘work day”’ there is 
neither beginning nor end. 


Obviously, that bank can serve 
you best which adopts as its own 
the working-hour schedule of the 
facilities it uses in converting col- 
lections into cash. 


There is no lapse in the 24-hour- 
daily service of our transit and 
collection departments. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


CAPITAL, SURPLUS and PROFITS . . . $46,000,000 





Independent Unit Banks Organize 


The Association of Independent Unit Banks of America Organ- 
ized in Harrisburg, Pa. 


N organization whose purpose is to 
Artois the autonomy of state 
laws as a principle in Federal 
branch banking organization” has re- 
cently been organized with headquarters 
in Harrisburg, Pa., under the executive 
secretaryship of Peter G. Cameron. Mr. 
Cameron is former Secretary of Banking 
for Pennsylvania and for the last seven 
years has been an outstanding exponent 
for preserving the status of the Ameri- 
can state banking system. Mr. Cameron 
resides in Harrisburg and will give as 
much time to the work of the association 
as will be required. The association 
expects to be financially supported by a 
nominal registration fee of $5 to be 
charged for each bank, bank director, 
bankers’ association, state banking de- 
partment and any individuals desiring 
to support the movement. 
According to the organizers the need 
for this association is found in the two- 
fold situation as follows: 


1. Regularly established bankers’ associa- 
tions cannot be unified in their sentiment on 
behalf of the principle of state autonomy, 
which has been a foundation stone in Ameri- 
can banking. 

2. The aggressiveness of individuals and 
organizations bent upon overthrowing the 
independent unit bank as a self-realizing 
corporate entity, demands a united defense 
on our part. 


The association will publish a monthly 
bulletin the first issue of which con- 
tains the following “statement of vital 
importance to unit bankers,” signed by 
the executive secretary, Peter G. 
Cameron: 


The existence of the independent unit 
banks throughout the United States, both 
national and state, is menaced. 

The extinction of the banking systems of 
the forty-eight states of the Union is 
threatened, and the banking laws adopted 
by the several state legislatures are to be 
rendered a nullity. 


The American dual system of banking that 
has stood the test of time and that financed 
the marvelous development of our country 
during the last eighty years is to be discarded. - 

The independent unit banker, who has at 
heart the welfare of the community whence 
comc the deposits of his bank, and to whom 
we are indebted for much of the good that 
has come to us through the operation of his 
bank, is to be displaced by the banker in a 
far distant city, who has no interest in the 
welfare of the local community, but is mainly 
concerned for the aggrandizement of his 
bank. 

The American system of banking, with its 
more than 20,000 independent unit banks, 
officered and directed by local bankers and 
business men, who know the needs of their 
respective communities and have at heart 
the welfare of their neighbors and their home 
institutions, is to give way to a system such 
as that of Great Britain, with its twenty-three 
main banks and 9500 branches. 

The billions of dollars on deposit in the 
thousands of existing independent unit banks, 
the most of which are utilized in the promo- 
tion of the welfare of the communities in 
which they operate, are to be acquired by a 
few gigantic banks, located in the large 
money centers, and utilized as their central- 
ized and disinterested control may see fit. 

Incredible as it may seem, all these things 
—and many others equally as undesirable and 
destructive of our American traditions and 
institutions—will most certainly be accom: 
plished in the not far distant future if Sec 
tion 19 of the so-called Glass bill, now pend- 
ing in the United States Senate, or any 
other bill authorizing national banks to 
maintain branches in contravention of state 
laws, should be enacted. 

Notwithstanding the almost unanimous 
action of the American Bankers Association 
at its 1930 convention, in declaring for the 
autonomy of the laws of the several states 
relating to branch banking, the executives of 
a few of the powerful banks in our larger 
cities are exerting every possible effort, and 
bringing to bear every possible influence, in 
opposition to this principle. 

The Governor of the Federal Reserve 
Board, the Comptroller of the Currency and 
other Federal authorities in high place, have 
likewise declared that enlarged branch bank- 
ing powers should be given to national banks 
regardless of state laws; and the Comptroller 
of the Currency, who originated the idea of 
so-called “trade area” branch banking, says: 
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Keeping telephone plant 
in apple-pie order 


Keeping telephone plant in 
apple-pie order is one phase of a 
program of service improvement 
that never lets up. It’s never too 
early to mend—in the Bell Sys- 
tem! Little repair jobs are not 
allowed to grow into big ones 
that seriously affect service. 

Another phase of the improve- 
ment program is to develop and 
install better apparatus, assuring 


more reliable service and higher 
quality transmission. The buyer 
in today’s marketplace insists on 
full value—and when he buys a 
telephone call he gets it. 

Back of an investment in tele- 
phone securities is a plant geared 
to the tempo of today’s needs and 
ready for the tempo of tomorrow. 

May we send you a copy of our 
booklet, ‘‘Some Financial Facts’? ? 


BELL TELEPHONE 
SECURITIES CO. Jue. 


195 Broadway, New York City 
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“Congress should have complete control over 
the charter powers and complete supervision 
over the operation of Federal Reserve mem- 
bers, and should prohibit commercial bank- 
ing outside of the System.” A number of 
influential members of Congress are ardent 
advocates of nation-wide branch banking for 
national banks, and the massing of all the 
banking resources in one colossal branch 
banking system with control centralized in 
Washington. 

There can be no doubt of the determina- 
tion of certain powerful banking interests 
and Federal authorities to ultimately obtain 
nation-wide branch banking powers for na- 
tional banks, the entering wedge having been 
the restricted branch banking privileges pro- 
vided for by the McFadden Act of February 
25, 1927, the next step being the provisions 
of Section 19 of the Glass bill, which is 
designated to confer upon national banks the 
power to operate state-wide branches, regard- 
less of the laws of the several states, and 
even to operate branches within a radius of 
fifty miles beyond the boundaries of the state 
in which the main office is located. 

The most adroit, subtle and ingeniously 
devised propaganda being resorted to by the 
powers and influences promoting broader 


branch banking powers for national banks has 
already worked great injury to many unit 


banks, by causing suspicion and distrust on 
the part of depositors and consequent loss of 
deposits and prestige. Well-meaning, sincere 
United States Senators and members of Con- 
gress are being beguiled and misled by 
specious arguments and inspired articles ap- 
pearing from time to time in certain publica- 
tions that are promoting the so-called 
“Unified Banking System,” the “Trade Area” 
and the nation-wide branch banking ideas. 
And the writers of some of these articles 
are so ingenious as to state that these ideas 
can be realized only at the expense of the 
independent unit bank. 

Therefore, every loyal believer in the in- 
dependent unit bank, every informed Ameri- 
can citizen who desires to see the autonomy 
of the banking laws of the several states up- 
held, has not only grave reasons for concern, 
but also recognizes the need for taking 
prompt, vigorous, effective action. It is im- 
perative that members of Congress, both 
Senators and Representatives, in whose hands 
rests the final judgment with regard to the 
future of the independent unit bank, shall 
be kept properly informed so that they shall 
have full justification for disregarding the 
efforts of the opponents of the independent 
unit bank, and for preserving to us and our 
posterity that admirable American institution 
—-our dual unit banking system. 





Guaranteed Mortgages 


for TRUST and INSTITUTIONAL FUNDS 


2 


with principal and 
interest guaranteed 


For years outstanding Savings Banks and Trust Companies in 
New York City have invested funds entrusted to their care in 544% 
Guaranteed First Mortgage offerings of this Company. These institu- 
tions have found the mortgages well suited to their exacting needs and 
investigation has proven the underlying security and guarantee in back of 
each mortgage purchased, more than ample protection for the funds 
invested. 


Greater New York-Suffolk Title and Guarantee Company's mortgages 
are legal investments for Savings Banks and Trust Companies in New 
York State. They are safe—dependable and worry-free securities. They 
do not fluctuate in value. Each mortgage offered is secured by a well 
located residential or business property in Greater New York and is 
made only on the most conservative appraisals. Every detail relative to 
the investment is taken care of by this Company under the terms of its 
guarantee. Interest checks are mailed so as to arrive promptly on the 
day they are due. 


CURRENT OFFERINGS WILL BE FURNISHED ON REQUEST 


GREATER New YorRK-SUFFOLK 


TITLE and GUARANTEE COMPANY 


341 Madison Avenue 
New York 


Jamaica Long Island City Mineola Riverhead 


Under Supervision of Insurance Department of New York 





Pitfalls for the Corporate Trustee 
These Safeguards Should Not Be Overlooked to Avoid Financial 


Loss and Loss of Reputation and Prestige 


By Henry A. THEIS 
Vice-President, Guaranty Trust Company, New York 


helpful to dwell on those features 

of corporate trust procedure and 
practice that should be adopted to safe- 
guard the trustee against financial loss 
and loss of reputation or prestige. 
Proper care in this respect must neces- 
sarily in a measure be of benefit to the 
public as well, and, after all, it is the 
public at large that we serve. 

In this branch of trust work perhaps 
more than in any other, the honesty and 
integrity, and the general reputation for 
business success, of the officers and di- 
rectors of the corporation offering the 
trust business should have first considera- 
tion. If the bonds or notes are to be 
offered to the public by security dealers, 
the honesty and integrity, and standing, 
of the dealer offering the issue should, 
likewise, deserve our careful checking. 
We should be satisfied that the issue has 
merit, that the venture which is being 
financed has reasonably good chances 
for success, and that the method to be 
employed in selling the bonds is honor- 
able. The trustee is naturally not the 
guarantor of an issue of which it is 
trustee, and for a variety of reasons it 
probably could not be, under present 
forms, circumstances, fees and other 
considerations, even if it so wished. But 
if it wants to safeguard its reputation 
and prestige it will not want to have its 
name connected, even in a fiduciary 
capacity, with any more issues that do 
not turn out successfully than it can 
help. 

Once having satisfied ourselves that 
the men with whom we are to deal are 
honest and able, that the business is 
legitimate, and the method of distribu- 


Based on an address given at the American 
Institute of Banking convention. 


[ discussing corporate trusts it is 


tion proper, the form of the indenture 
itself needs our careful attention. Even 
before it comes into the trustee’s hands 
for examination and checking in draft 
form, its workability, its character, its 
success in being what it is desired to be, 
may have been determined in no small 
degree by the experience of the lawyer 
who draws it. 

Ambiguities, inconsistencies and im- 
practical features in an indenture are 
almost certain to cause serious trouble in 
the operation of a trust. An examiner 
of a proposed indenture must try to 
visualize exactly how the provisions are 
going to work out in practice. He must 
place himself in the position of a man 
who perhaps many years hence may be 
confronted with the problem of putting 
through any conceivable kind of a trans- 
action possible under the indenture. He 
must then satisfy himself that every de- 
tail is clear, complete and well defined, 
and that all of the sections harmonize— 
both as to spirit and mechanics—so that 
the instrument itself will provide an 
adequate guide for administration of the 
trust. 


CHECKING THE INDENTURE 


The following are some of the features 
that an examiner should have in mind as 
he goes through the proposed indenture: 


Does the wording of the bond itself agree 
with the provisions of the indenture? 

If the bonds are to be registerable, the 
place and method of registration and the 
charge, if any, to be made, should be set 
forth. 

If the indenture provides for an inter- 
change of bonds, coupon form for registered, 
or registered for coupon, and back again, it 
should be clearly spelled out. 

If more than one denomination is pro- 
vided for, are the provisions for exchanges of 
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denominations clear and adequate, including 
the provision for charges (if any) to the 
presentor? 

If both temporary and definitive bonds are 
contemplated, are the provisions for the form, 
character, denominations and execution clear 
and complete? 

The provisions and machinery for the is 
suance of duplicate bonds, in the event of 
loss, destruction, theft or mutilation, and the 
payment for coupons suffering like fates, in- 
cluding provision for adequate indemnification 
of the company and the trustee for their lia- 
bilities, costs and expenses should be pro- 
vided. 

It may be contemplated that certain state 
taxes payable by the holder are to be reim- 
bursed to him upon application. Are the 
necessary mechanics provided by the com- 
pany’s agreement in this respect? 

If the issuance of additional bonds beyond 
the forthwith issue is contemplated, the basis 
for their issuance and the documents to be 
received upon which the trustee may rely in 
honoring each such application for additional 
authentications should be clearly specified. 

Among such documents may be included 
authentication and delivery orders of the com- 
pany, resolutions of the directors, officers’ 
certificates of expenditures, of non-default, of 
earnings, valuation certificates of engineers, 
either of the company or of outside inde- 
pendent engineers, and opinions of counsel, 
either of the company, or of outside counsel, 
as to liens, the necessity of supplemental in- 
struments of pledge of the additional prop- 
erty so bonded, the necessity for orders of 
governmental regulatory bodies, such as the 
Interstate Commerce Commission, state rail- 
road, or public utility commissions, and like- 
wise concerning the payment of all necessary 
taxes, such as Federal issuance tax, state 
mortgage recording or issuance taxes. 

The terms “additional property,” ‘‘addi- 
tions and betterments,” and “improvements,” 
“prior” and “underlying” liens and ‘“refund- 
able obligations,” “‘officers’ certificates,” etc., 


should be defined in detail. 


If bonds are to be authenticated 
against the deposit with the trustee of 
cash, the method of paying out deposited 
cash should be explicitly set forth. If 
the bonds are redeemable before matu- 
rity the method of redemption, the 
mechanics of the redemption operation, 
including the redemption price, the time 
and place of payment, the time of de- 
posit with the trustee of the redemption 
funds, and the method of publication 
should be clear beyond a doubt. Many 
of the details mentioned with respect 
to the optional redemption clauses of an 
indenture apply with equal force to the 


sinking fund provisions, in which the 
dates of the schedule of operation should 
be clear, and the machinery so set out 
as to leave no room for doubt. 

If conversion features are included, 
the basis and method of conversion 
should be unmistakably clear, particu- 
larly as to the conversion price and any 
interest and dividend adjustments. If 
the conversion price is subject to change, 
and it is hard to contemplate a trust of 
an active growing company where it 
would not be, the method of figuring 
the new conversion price in the event 
of changes in the capitalization of the 
company should be so clear and com- 
plete that no opportunity will be af- 
forded in the future, at the time of any 
such change in capitalization, for any 
possible difference of interpretation be- 
tween the company and the trustee. The 
formula for changing the conversion 
price should be workable, clear and as 
simple as possible. 

The indenture may provide in itself 
that the bonds are to have warrants at- 
tached permitting the holder to subscribe 
to stock of the company. Are they to 
be in registered or bearer form? Are 
they to be detachable or non-detachable? 
Is the expiration date clearly set out, 
and is it in harmony with the sinking 
fund, redemption, and maturity provi- 
sions of the bonds? Is the stock behind 
the warrants to be issued or merely an 
unissued reserve? Are all the mechan- 
ics for procuring the stock, the tax pro- 
visions, transfer provisions, etc., in- 


cluded? 


MATTER OF INSURANCE 


In the insurance provisions of the in- 
denture the covenant of the company, 
of course, should be clear, but the duties 
of the trustee in respect to insurance 
should be without possible question. The 
more recent practice, rather than having 
the actual insurance policies deposited 
with the trustee, is to have the trustee 
furnished periodically—say annually— 
with a certificate of the proper officers 
of the company, showing in detail the 
insurance carried by the company, in 
cluding the names of the insurance com- 
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panies, the policy numbers, the char- 
acter of the insurance, the amount of 
the insurance and the expiration dates. 
This certificate should also include a 
general statement that the company, in 
carrying the insurance, has complied 
with its covenant to insure the mort- 
gaged properties to a reasonable figure 
in good and reliable insurance com- 
panies. It goes without saying that 
while the above procedure may fit in 
the case of many corporation issues in 
the case of trusteeship of a single prop- 
erty issue, the trustee may feel it advis- 
able to have the actual insurance poli- 
cies deposited with it as trustee and be 
entirely subject to its approval as to 
form, character and amount. 

The covenant of the company with 
respect to the payment of real estate 
taxes will in many cases be a naked 
covenant on the part of the company, 
but there will be instances in which it 
will be desirable, if not essential, that 
provision be made that the tax receipts 
be exhibited periodically to the trustees. 
This is particularly true in single prop- 
erty real estate issues. In this connec- 
tion, a recent example came to our notice 
in which, although it was a single prop- 
erty real estate issue, the indenture re- 
quired only that the tax receipts be 
exhibited to the trustee upon its request. 
Granted that a careful trustee would 
undoubtedly make such a request under 
such circumstances, it would generally 
seem better that the indenture itself 
provide in mortgages of this character 
that the company will automatically ex- 
hibit tax receipts to the trustee. 


COLLATERAL TRUST ISSUES 


In the case of an issue which provides 
for the deposit of collateral securities, 
extreme care should be used to see that 
these provisions include full machinery 
for handling the collateral. If it is stock 
collateral, in whose name should the 


stock be registered? If it should be 
registered in the name of the trustee, is 
there adequate provision for the execu- 
tion of proxies, the disposition of in- 
come, the action to be taken with respect 


to any stock dividends, rights to sub- 
scribe, recapitalizations, mergers, or re- 
organizations? If it is bond collateral, 
should the bonds be registered in the 
name of the trustee? What disposition 
should be made of coupons or registered 
interest received? These are questions 
which should be thoroughly settled by 
the language of the indenture. Are 
there carefully worked out provisions 
for substitutions and exchanges of col- 
lateral, for deliveries of collateral against 
cash, etc.? If the issue is entirely col- 
lateral-secured, is there any particular 
ratio to be maintained between the 
market value of the collateral and the 
amount of bonds outstanding? How 
shall the collateral be valued, and how 
often? 

Trustees are experiencing considerable 
difficulty these days with collateral trust 
issues. Due to the experience gained 
in the last few years, trustees are not 
looking favorably upon the type of col- 
lateral trust indenture that contains 
covenants on behalf of the corporation 
to maintain a certain ratio of collateral 
value to the outstanding bonds. Almost 
invariably when a default in such cov- 
enants occurs it is during periods of 
poor business conditions and it is not 
always the best thing for a corporation’s 
bondholders and stockholders to force 
liquidation during such times. 

The release provisions of a real estate 
mortgage issue will also require particu- 
lar attention. Under what circumstances 
are partial releases to be granted by the 
trustee? What application papers are 
to be furnished the trustee as the basis 
for its action in executing releases? 
What disposition shall be made of the 
proceeds of the property released if the 
property is sold for cash? Is the ma- 
chinery clear, workable, complete? 

Many indentures will provide for 
furnishing the trustee with financial re- 
ports of various kinds, especially balance 
sheets and earnings reports. Here it 
should be clearly stated as to what re- 
sponsibility the trustee has with respect 
to the checking of these statements or 
the exhibiting of these statements to any- 
one who may desire to see the figures. 
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a cordial 
invitation 


is extended to all bankers to 
attend the annual convention 


AMERICAN BANKERS 
ASSOCIATION 


Los Angeles 
October 3rd.7 th 


a gathering of banking executives, 
for business purposes, in pleasur- 


able surroundings 


LOS ANGELES 


CLEARING HOUSE 
ASSOCIATION 
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RESPONSIBILITY FOR MAINTAINING 
DEFINITE RATIO OF NET 
QUICK ASSETS 


Another type of indenture which has 
caused trustees considerable apprehen- 
sion is that in which the corporation 
agrees to maintain at all times a certain 
ratio of net quick assets. These inden- 
tures generally provide for annual and 
semi-annual statements to the trustee, 
and failure to maintain the ratio con- 
stitutes one of the events of default. In 
poor times it would probably be dis- 
tinctly disadvantageous both to the 
bondholders and to the corporation if 
the principal were declared due. On 
the other hand, if the assets of the cor- 
poration are to continue to be dissipated 
to the zero point, hindsight might prove 
that such action should have been taken 
at the time the ratio first fell below the 
required percentage. 

The issuing bankers, in some cases, 
have made the provisions in the mort- 
gage so tight and strict that they work 
an unnecessary hardship on the mort- 
gagor corporation. In fact, we know of 
one case in which it is provided that the 
corporation, a manufacturing concern, 
can pay no dividends or make any capi- 
tal expenditures unless its net quick 
assets are equal to the par value of the 
bonds issued under the trust indenture. 
This provision was undoubtedly care- 
lessly drawn and was intended to mean 
that the net quick assets should at all 
times be equal to the amount of bonds 
outstanding. As a result of this provi- 
sion, the corporation found itself in a 
position where the total amount of 
bonds issued under the indenture was 
$1,000,000; due to sinking fund opera- 
tions the amount outstanding was less 
than $300,000; its net quick assets were 
upwards of $900,000. Technically, the 
net quick assets being below $1,000,000, 
the corporation could not pay any divi- 
dends or make any capital expenditures 
which were necessary to be made if its 
business was to survive. All such terms 
and the material included within the 
classification should be meticulously de- 
fined to avoid confusion and_ possible 
disagreement later. 


A provision we have found to be of 
special value is that funds held by the 
trustee, whether for the payment of in- 
terest, principal or what-not, shall be 
definitely ear-marked as “trust funds.” 
Holders of bonds should appreciate the 
value of such a provision, particularly 
in these times of frequent defaults and 
receiverships. The provision may also 
be a considerable time-saver to the trus- 
tee in settling the question which arises 
so often in this connection. 

Although the trustee will naturally 
read carefully the provisions relating to 
the execution of assumption agreements, 
supplemental indentures, change in trus- 
teeship due to resignation or removal, 
etc., and the events of default and reme- 
dies in case of default, it will probably 
depend especially on its counsel for the 
correctness of these articles. Glaring in- 
accuracies or ambiguities will, of course, 
be brought to the attention of its coun- 
sel, and wherever a procedure is set up 
the machinery will be checked to make 
sure that it will be workable in practice 
as well as on paper. 


PROTECTIVE CLAUSES 


Care should be exercised that all pro- 
tective clauses as to the trustee are in- 
cluded. Such clauses should be included 
for whatever they may be worth, but in 
the actual administration of the trust, 


since the value of these “immunity 
baths” has been tested so far to our 
knowledge only to a minor extent in 
the courts, it seems wise not to regard 
them too highly and not to lean upon 
them too heavily in any transaction 
under the trust. The mere existence of 
protective clauses in an indenture of 
itself may not protect you. 

As well as these generalities which 
apply to all trusts, you will naturally 
recognize that there are special points 
in respect to each type of instrument 
that demand notice—the special prob- 
lems that arise in connection with the 
blanket refunding mortgage, the single 
property real estate issue, the short-term 
debenture note issue, the equipment 
trust issue, and the simple industrial 
first mortgage issue. There are, likewise, 





52 THE BANKERS MAGAZINE 


the problems that arise from the char- 
acter of business of the obligor, be it a 
railroad, public utility, manufacturing 
concern, or what-not. 

After the indenture has been ap- 
proved by counsel and by the operating 
division, it is in form to be executed. 
The next thing to examine is the offer- 
ing circular, if the bonds are to be sold 
to the public, and if the trustee’s name 
is to appear as trustee on the circular. 
The statements made in such circulars 
should in all respects coincide with the 
facts as set forth in the indenture. 


ENGRAVING OF BONDS 


The type of paper and whether or 
not printed, lithographed or engraved 
bonds are to be used should be ascer- 
tained by the trustee before the trustee- 
ship is accepted, and in any event before 
the preparation of the bonds is started. 
A long-term bond having a general mar- 
ket should never be put out except on 
the best quality of paper and in en- 
graved form, both as to the bond and the 
coupon. In this respect, it is also im- 
portant that the firm doing the engrav- 
ing be an experienced firm, and one hav- 
ing ample financial responsibility. Such 
firms surround their work with most 
painstaking safeguards. Such houses 
use only linen paper marked with an 
unalterable watermark, and every sheet 
is accounted for. If a sheet is damaged 
it is destroyed before witnesses. En- 
graving plates are designed by experts— 
the design so intricate as to make it difh- 
cult to be copied. These plates are care- 
fully kept in burglar-proof vaults. When 
certificates are to be printed they are 
withdrawn only under proper authority 
from the vaults, and constant control is 
kept over them and the paper while the 
printing is going on. Again, after 
printing, every sheet is accounted for, 
and every damaged sheet destroyed be- 
fore witnesses. 

The dependability, the record for ac- 
curacy, and high quality of workman- 
ship of the bank note company is a 
matter of great importance to the trus- 
tee. We recall experiences we have had 


in years past with some of the smaller 
and less well known bank note concerns, 
where the obligor insisted on using such 
firms. In one instance bonds came in to 
us for authentication bearing the name 
of one obligor company at the top and 
the name of a company of similar but 
not the same title at the end, in the 
space for execution. In another case 
two sheets of coupons were bound to- 
gether instead of a bond head and 
coupon sheet. Still another time a bond 
was found to have coupons of $500 
bonds attached to $1000 bondheads. 
Granted that the trustee must in all in- 
stances examine with considerable care 
all bonds delivered to it for authentica- 
tion, work of the character mentioned 
puts an undue and uncalled for respon- 
sibility on the trustee. And, though 
errors can happen in the best regulated 
concerns, the best protection and pre- 
ventive to the trustee is the choice of the 
highest grade of bank note company 
available. 

In case of short-term bonds, the cost 
of engraving is in some cases almost 
prohibitive. In such instances it may 
be proper to permit the use of litho 
graphed bonds. Where lithographed 
bonds are permitted, a separate plate 
for each issue should be required. In 
no instance should we accept a trustee- 
ship of an issue of bonds which are 
bought from printers or stationers. 

Temporary bonds are never fully en- 
graved, although it is desirable, if not 
essential, to use a fully engraved border 
and background, with the description of 
the issue and the text printed. Here the 
real protection is in the engraved border 
and background. 

On small bond issues which never will 
be marketed publicly, and therefore not 
traded in generally, where the issue is a 
short-term one, or where the bonds may 
be owned and held by a few individuals, 
all of whom are personally known to the 
trustee, it may be safe to authenticate an 
ordinary printed bond, or even a type- 
written bond, but the trustee should be 
fully acquainted with the circumstances 
surrounding such an issue, and be satis- 
fied both as to the men running the 
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debtor company and the persons who 
will own the bonds. A serious draw- 
back and risk in printed definite bonds, 
even in the case of short-term issues, is 
found in the fact that although there 
may be a measure of protection in the 
fully engraved border and background 
of the bondhead, it is as yet unusual, if 
not unknown, for the coupons to have 
an equal measure of protection. If the 
issue is of any substantial size the risk 
of forgery of the coupons may aggregate 
a sizable sum. 

After the indenture has been ap- 
proved by the attorney and the operat- 
ing men, and the offering circular, the 
nomenclature, and the type of paper, as 
well as the printing, engraving or litho- 
graphing, have all been approved, and 
the initial issue of bonds authenticated, 
the trust begins to operate. 


SETTING UP DIARY CONTROL 


One of the earliest activities in the 
administration of the trust after the 
original certification and delivery of 
bonds which will have an important 
bearing on our problem is the care with 
which it is set up on the trustee's rec- 
ords. In spite of all the preliminary 
examination and checking, the trust in- 
strument once executed should be im- 


mediately examined and checked in de- 


tail again by the trust administrator, so 
that proper record and diary control 
may be set up to see that all important 
functions, all periodic duties of the trus- 
tee, and active covenants of the obligor 
may be so diarized that they will come 
up for the trustee’s attention at the 
proper time. 

A single slip along this line may be 
exceedingly embarrassing to the trustee 
if not actually financially costly. 

In this connection it is well for the 
trustee to check in the case of all mort- 
gage issues on the recording of the 
original mortgage. Although this is 
usually the responsibility of the obligor, 
and is usually taken care of by its coun- 
sel, and in spite of a fairly recent deci- 
sion in a case in point that tested the 
immunity of the trustee from any re- 
sponsibility in regard to such recording, 


it is well for the trustee to know that 
the mortgage has been properly recorded 
by having the recorded counterparts of 
the instrument returned to it after 
recording, together with an opinion of 
the company’s counsel that the mortgage 
has been sufficiently recorded in all 
places where such recording should have 
been made. 

Certain indentures are a mortgage on 
chattels or a mortgage on real property 
and chattels and it is necessary to deter- 
mine by the laws of the particular state 
in which the property is located how 
often the mortgage on the chattels must 
be refiled. Many states provide that if 
a chattel mortgage is not refiled within 
a specific number of years the lien on 
the chattels is extinguished. While this 
is an obligation of the corporation and 
the indenture probably will absolve the 
trustee from any responsibilities in this 
respect, it is helpful for the trustee to 
carry a “tickler” card so that it may be 
in a position to remind the mortgagor 
of this important provision and satisfy 
itself that the mortgage on chattels has 
been refiled. 

However painstaking you have been 
in all of these matters, you will find in 
the administration of your trust, with 
constant changes going on in the busi- 
ness world, that operating problems will 
arise, especially in the long-term issues. 
But experience has shown that care in 
the beginning in the set-up of an ac- 
count has frequently resulted in simpli- 
fying your operating problems, and in 
lessening your responsibilities during the 
life of a trust. 

There is a tendency to criticize trus- 
tees under corporate indentures for not 
being more active trustees and assuming 
greater discretion in their powers. In 
the matters which we have herein re- 
viewed, and in a number of other ways, 
the trustee does stand as a check on the 
corporation in behalf of the bondholders, 
and as a check on the bondholders in 
behalf of the corporation, but it is not 
intended in the economic scheme of bond 
financing, and, in fact, it would prob- 
ably be impossible for a trustee to be 
the protector of bond investors in full 
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measure. The fees we now receive fit 
the services we render. Even if it were 
possible to set up a trust service that 
would be a complete protection to the 
bondholder, I doubt if the business could 
afford to pay the fees that it would be 
necessary to charge for such a complete 
service, or that trustees could be found 
who would assume such an unknown 
liability. 


- New York Bank 


Byerp gee net demand and time deposits 
of the twenty-one members of the New 
York Clearing House Association as of May 
28, 1932, showed an increase of $425,518,000 
or 7.20 per cent. over the 1932 low point 
established March 26, 1932, according to 
figures compiled by Hoit, Rose & Troster 
from the Clearing House report. 

Analysis of the individual gains by these 
banks reveals that the largest percentage in- 
crease was registered by the Bankers Trust 
Company, which gained 29.3 per cent. over 
the low point. Other outstanding gains in 
deposits were scored by First National, 23.03 
per cent.; Fifth Avenue Bank, 20.04 per 
cent.; Harriman, 16.01 per cent.; New York 


During periods of normal business 
operations it would be an economic 
waste to impose greater duties upon the 
trustee, and, consequently, incur higher 
fees, for it is always within the power 
of the bondholders acting together, 
whenever a business encounters difficul- 
ties, to ask the trustee to step in, in an 
active way, and then pay the trustee for 
any unusual services so rendered. 


Deposits Increase 


Trust, 16 per cent.; Marine Midland, 12.86 
per cent.; Central Hanover, 11.55 per cent.; 
and Chase National, 10.76 per cent. 

An interesting development in connection 
with this increase in deposits is the recent 
reduction in interest rates by the Clearing 
House banks. Former rates of 1 per cent. 
for demand deposits and 14 per cent. for 
time deposits have been reduced to one-half 
of 1 per cent. on demand and 1 per cent. on 
time. Actually, the rates are even lower, 
since the banks now deduct from deposit 
balances the reserve required. This will 
effect a large saving in interest charges. 

Analysis of the current increases in Clear- 
ing House deposits is shown in the accom- 
panying table. 


NET CLEARING HOUSE DEPOSITS 
(000 omitted) 
Combined Demand and Time 


1932 Low 
Amount 


Bank of N. Y. & Trust 
Bank of Manhattan 
City 

Chemical 

Guaranty 
Manufacturers 
Central Hanover 
Corn Exchange 
First National 
Irving 

Continental 

Chase 

Fifth Avenue 
Bankers Trust 

Title Guar. & Trust 
Marine Midland 
Lawyers Trust 

New York Trust 
Commercial National 
Harriman 


Public National 


$5,911,330 


61,977 


Per Cent. 


Increase 


9.83 
8.57 
4.23 
3.70 
4.33 
2.05 
11.55 
3-29 
23.03 
1.42 


May 28, 1932 
Amount 


$ 89,654 
278,092 
1,148,138 
229,798 
805,342 
342,215 
468,041 
195,047 
334,331 
331,532 
24,016 
1,146,180 
35,702 
476,013 
30,213 
46,939 
12,845 
200,802 
44,984 
34,258 
62,706 


$6,336,848 


Increase 
$ 8,023 
21,956 
46,543 
8,205 
33,413 
6,884 
48,465 
6,204 
62,575 


10.76 
20.04 
29.30 


111,376 
5,961 


12.86 
16.00 
8.89 


16.01 
1.18 


$425,518 7.20 












INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 


INCOME THE REAL BASIS OF 
INVESTMENT 


country together what matters is 

income, stated Dean Langmuir, 
vice-president in charge of research of 
Distributors Group, Inc., in a recent 
address to West Virginia bankers. 

“There is no advantage to the na- 
tion,” he continued, “if the prices of 
all securities double, the income remain- 
ing what it was. It would be an empty 
profit to sell a security for twice what 
one originally paid and then find that 
the price of the security one wanted 
to buy with the proceeds had also 
doubled. The country prospers because 
the national income rises, not because 
the market price of securities is marked 
up. 

“When the investors of a nation 
dedicate themselves to buying securities 
because they believe they can later sell 
out at a profit to some one else, they 
are pursuing a fundamentally unsound 
policy. One of the bad effects of this 
American habit is that the importance 
of market values is grossly over- 
emphasized. Market values become an 
end in themselves. They become the 
only realities. Accordingly, when a 
collapse in market value occurs, Ameri- 
can investors think the world has 
come to an end and a business depres- 
sion has an undue effect on national 
psychology. 

“Stocks represent ownership in an 
industrial enterprise, and the stock- 
holder should go about buying a 
stock as he would go about acquiring 
a partnership interest in some small 
manufacturing concern which he hap- 
pened to know about. He would not 


[some all the investors in the 


acquire an interest in such a concern 
for the purpose of selling it out at a 
He would 


profit a few months later. 
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buy into the enterprise because he 
thought the management good, the 
business attractive, and because he be- 
lieved that the earnings would increase 
over a period of years. 

“What ought to concern the long 
term investor in stocks is not the fluctu- 
ations in market price, but only those 
changes . affecting the business which 
stands back of the stock. From this 
standpoint, a depression is not the 
calamity it seems to be when viewed 
from the standpoint of the stock 
market. The plants remain much as 
they were. The management is just 
as good now as two or three years 
ago and perhaps better. The long term 
outlook of the country’s industries is 
not affected by a business depression.” 


PRESENT INVESTMENT POLICIES 
thors and investment au- 


thorities today are emphasizing 

the advantages of increasing the 
proportion of investment allowed to 
common stocks, according to a review 
of market opinions compiled by Ad- 
ministrative and Research Corporation, 
New York. The reason given for 
emphasizing common stocks at this time 
is that an investment in equity securi- 
ties will be especially helpful prior to 
a period of monetary inflation. 

In commenting on the survey Law- 
rence W. Schmidt, chief statistician, 
said: “The investor interested in 
building a comprehensive, soundly con- 
ceived estate knows that one hundred 
dollars invested in each of ten com- 
panies is better than a thousand dollars 
in one company. He knows that the 
law of averages will work to his benefit 
through diversification. But there is a 
sharp distinction between diversification 
and a mere scattering of funds. 

“For instance, one common form of 
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UR Statistical Department 

has issued a Circular 
showing complete new sched- 
ule of Federal and State Taxes 
on Bank and Insurance Stocks. 


Copy upon request 


Horr Rose &TROSTER 


Members Bank Stock and Unlisted 
Dealers Association of New York 


74 Trinity Place, N. Y. WhHictehall 4-3700 


half-way diversification is to restrict 
investment to one type of security— 
bonds or stocks. Obviously specializing 
in either of these will result. in an 
improperly diversified investment. Each 
type of security has its place in a 
proper investment set-up. When stock 
prices are high, bonds should be given 
a greater weight, and when stocks are 
low, as at present, the ratio of stocks 
to the total may be increased. 
“Another policy that often results 
in semi-diversification is to restrict hold- 


FOREIGN | 


STATE & 
MUNICIPAL 


DOMESTIC 
CORPORATE 


3534) 


1925 1926 


1927 


ings to one industry. Such lists of hold- 
ings may appear to be inherently 
diversified; they may include both 
stocks and bonds; they may represent 
a number of different corporations; but 
every security included will be found 
to depend upon the same industry for 
its strength and its return. In other 
words, each stock and bond will be 
responding to the same industrial and 
economic influences. 

“A third form of so-called diversifica- 
tion merely amounts to a scattering of 
funds. This form consists of inve-ting 
in all grades of securities on the theory 
that the law of averages will work for 
a profit. That a spreading of invest- 
ment funds over many securities will 
reduce proportionately the risk atten- 
dant upon the failure of any one of 
them, is no excuse for failure to care- . 
fully examine each security to be pur- 
chased. The fact that most of them 
are yielding a return is no reason for 
letting non-dividend paying stocks con- 
stitute a burden upon the investment 
after a reasonable period. 

“To obtain true diversification, offer- 


1928 1929 1930 1931 


New security flotations during 1931 compared with the volume in six 


previous years (in millions of dollars). 


The chart is from the annual 


report of the Federal Reserve Bank of New York. 





Chase Harris Forbes 


Corporation 


The Chase National Bank Building 
60 Cedar Street, New York 


An investment organization of international 
scope. Offices maintained in the larger 
cities of America and in a number of 
important capitals abroad. In- 
quiries relating to financing or 


investments 


are 


invited. 


Chase Harris Forbes Corporation 
Boston 


Chase Harris Forbes, Ltd. 


London 


Chase Harris Forbes & Cie 


Paris 


Harris, Forbes & Company 


Limited 


Montreal 


ing the maximum opportunity of appre- 
ciation and steady yield, and with the 
minimum of risk, economists agree that 
the investor’s holdings should include 
common stocks and bonds in propor- 
tions determined by his needs and by 
general business conditions and that 
his list should cover several fields of 
activity thus offering a broad choice 
of securities, among which are the 
most attractive issues listed.” 


CHANGES URGED IN REALTY 
FINANCING 


ployment have forced into fore- 
closure many real estate bond 


F omene taxation and unem- 


issues that normally would have 
weathered the storm, according to a 
report of the real estate securities com- 
mittee of the Investment Bankers As- 
sociation. The report stated that before 
there can be any appreciable activity 
in new building construction, wages of 
the building trades must be reduced 
in line with commodity prices. 

The report ‘stated that much of the 


Toronto 


criticism of bondholders’ committees has 
been uncalled for. The committee in- 
vestigated a number of these committees 
and generally has found them composed 
of honorable, well-intentioned men who 
are doing their best to serve the bond- 
holders. The work, it is pointed out, 
is thankless and difficult at best and 
offers little remuneration for the mem- 
bers of such committees. 

“We do not as a general rule favor 
combining a number of bond issues 
and properties into a common pool,” 
the report stated. “Each bondholder 
is entitled to his proportion of the 
security covered by his bond unshared 
with other bondholders, irrespective of 
whether the result be for better or for 
worse. The liquidation and distribu- 
tion of properties put into a common 
pool will take expensive years of accom- 
plishment. We are, however, thor- 
oughly in accord with the efforts of 
committees to build up management 
departments and through them system- 
atic records and costs and cut down 
operating expenses by purchasing coal 
and supplies in wholesale lots. 
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mers served 


STATISTICS 
THAT MEAN 


SERVICE 


Customers served 
Population served 


1,437,653 
6,200,000 
Communities served 3,000 


Square miles territory 


served . 55,086 


Electric generating 
a ei 181 


Installed kw. capacity . 1,175,658 
Miles of distribution lines 24,828 
Gas generating stations 46 


U.. of the service tacilities of the 
Associated System produced gross op- 
erating revenues of over $105,000,000 
during 1931, a 1 per cent. gain over 1930. 


TO INVEST, OR FOR 
INFORMATION, WRITE 


© 


ASSOCIATED GAS & ELECTRIC SYSTEM 


“The outstanding defect in real estate 
bond financing of the past has been the 
inflexible nature of this form of secur- 
ity. If a break occurs in the program 
of payment the entire issue is thrown 
into default and requires reorganization 
or foreclosure. Reorganization calls 
for 10 per cent. deposit of all the 
bondholders. This is difficult to obtain. 
One of the principal causes of break- 
downs in real estate bond issues is the 
serial maturities. 

“If provisions had been made to re- 
tire bonds out of sinking funds created 
from net earnings many issues now in 
difficulty would stil] be in good stand- 
ing. The private investor will not be 
attracted to real estate bonds for some 
time to come, and we believe that this 
system of financing must undergo very 
radical changes.” 


MORTGAGES ARE SOUND 

N article in the Woman's Home 
Companion for May reveals that 
the life insurance companies of 


the United States have assets in excess 
58 


Installed cu. ft. capacity 121,586,000 


Miles of distribution 
ee eo a ce 


Number of employees . 


4,671 
16,194 


61 BROADWAY 
NEW YORK 


of twenty billion dollars of which 10 
per cent. is invested in farm mortgages 
and 28.4 per cent. in other real estate 
mortgages. Of the farm mortgages 80 
per cent. is in good standing, that is, 
interest on them is being regularly paid. 
One president said his company has 
foreclosed six million dollars of farm 
mortgages, but having confidence in 
the recovery of farm property after 
depressions, has not been forcing sales 
sO as not to depress farm values gen- 
erally. Only the poorer farms have 
been sold and these have realized more 
than ledger cost. 

The president of one of the largest 
companies was interviewed about the 
28.4 per cent. of the total assets repre- 
sented by other ‘real estate mortgages. 
He said that 44 per cent. of the assets 
of his company is invested in real 
estate mortgages, mainly in homes. His 
company has foreclosed thirty million 
dollars on homes, but in selling has 
disposed of only the least desirable 
properties, holding the remainder partly 
for a better market and partly to avoid 





Established 1837 


ADRIAN H. MULLER & SON | 


81 WILLIAM STREET, NEW YORK 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


depressing residential values. The 
poorer properties thus sold realized 
$275,000 more than the foreclosure cost. 

What the great life insurance com- 
panies think of real estate mortgages is 
shown by the fact that these represent 
38.4 per cent. of the assets, whereas 
the investments in all government 
bonds, including those of the United 
States, are only 8.6 per cent. Foreign 
bonds, not counting Canadians, which 
are considered high class, are one-fifth 


of 1 per cent. of the total. This sub- 
merged one-fifth was held in high 
esteem by the international bankers a 
few years ago. 

The confidence of the great life 
insurance companies in American real 
estate, their patience with distressed 
mortgages and the calm deliberation 
with which they are disposing of fore- 
closed properties are among the assur- 
ing signs of the times.—Statistical Di- 
gest, Mortgage Bankers Association. 
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OniGiINaALLy CHARTERED, 


1812 


‘Tat PENNSYLVANIA COMPANY 


For INSURANCES ON LivEs AND GRANTING ANNUITIES 


Member of Federal Reserve System 


PHILADELPHIA 
——————J UNE 380, 


RESOURCES 


Casu anv Deposit wirH Feperat Reserve Bank 


19382 


. $13,915,989.72 


Dve From Banks AND ItTEMs IN Process oF COLLECTION..... 


Creartnc House ExcHANGE........ 
uw. 
Suort Term SEcuRITIES............ 

Orner INVESTMENT SECURITIES......... 


S. GOVERNMENT SECURITIFS............. 


DemMAND LOANS UPON COLLATERAL.......... 
TIME 
CoMMERCIAL PAPER...... 
Reserve FunNpD FOR THE 

in Trust Accounts” 


—_ fECTION OF “CASH 


MIsceLLANEOus ASSETS...... 
Inrerest AccRUED 
Bank Buitpincs, Vautts AND EquipMENT 


Customers’ Lianmiry ror Letrers oF Crepir AND 
ACCEPTANCES..... 


CAPITAL 
Surpivus 
Unpbivivep Prorits...... 

RESERVED FoR BuiLpiInG 

REsERVED FoR ‘TAXES AND EXPENSES...... 


Reserved For Divipenp Jury 1, 1932.......... 


Pe ae er 


BALANCES 


23,520,009.29 

2,660,039.63 
30,005,772.99 
13,445,352.61 
25,254,619.84 
73,551,612.12 
16,621,794.26 
18,232,600.31 


7,455,963.38 
2,276,735.44 
1,603,611.82 
4,021,364.36 


384,643.47 


F280, 950,109.24 


Treasurers’ CuHecks AND CLEARING Hovse Dvr nara oe ae 


Interest Payarte Deposirors........ 
MISCELLANEOUS LAABILITIES....... 
Letrers or Crepir Issvep AnD 
Deposits 


TRUST FUNDS 


PERSONAI........ 


CoRPORATE...... 
C. S. W. Pacxarp, President 


eee 


ACCEPTANCES EXECUTED...... 


$8,400,000.00 
27,000,000.00 
1,118,351.72 
8,441,902.86 
781,366.13 
331,469.99 
630,000.00 
$20,683.76 
391,587.58 
115,079.81 
384,643.47 


. 184,535,023.92 
$232,950, 109. 24 


$869,380,493.80 
$1,944,452,623.50 


James CHESTON, 


Srv, Treasurer 





Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


BANK NOT LIABLE ON GUAR- 
ANTY OF MERCHANT'S DEBT 


Hutchinson Wholesale Grocery Co. v. 
Hudson State Bank, Supreme Court 
of Kansas, 11 Pac. Rep. (2d) 277 


BANK cashier has no authority to 
bind the bank on a guaranty of 


payment of a merchant’s debt; 
nor has the bank itself authority. And 
a bank will not be held liable on a guar- 
anty of this character unless it appears 
that the bank has received and appro- 
priated to itself the benefits arising out 
of the transaction. 


Action by the Hutchinson Wholesale 
Grocery Company against the Hudson 
State Bank. Judgment for the defen- 
dant, and the plaintiff appeals. Affirmed. 


OPINION OF THE COURT 


JOHNSTON, C. J.—This action was 
brought by the Hutchinson Wholesale 
Grocery Company against the Hudson 
State Bank, to recover for groceries sold 
and delivered by plaintiff to the Hudson 
Cash Store, operated by S. H. Haile, 
and it is alleged the Hudson State Bank 
guaranteed payment of the indebtedness 
of Haile. The court ruled and adjudged 
that there was no legal guaranty of the 
indebtedness by the bank, and no legal 
liability of the bank for the goods pur- 
chased by S. H. Haile. Plaintiff appeals. 

It appears that one Sells owned and 
operated a grocery store in Hudson, and 
that he made a sale of the store to Haile 
in the latter part of August, 1927. Haile 
had been an employe of Sells prior to 
the time of the sale. It is in testimony 
that Haile was without money to make 
the purchase, and that he was advised 


by E. O. Anderson, the cashier of the 
Hudson State Bank, to make the pur- 
chase, and he would receive assistance. 
A loan was made by the bank to Haile 
at that time of $1000, which was used 
by Haile in paying Sells and some of the 
creditors of Sells, a part of the debts 
due to the bank at that time; and, in 
order to assist Haile, the following letter 
was written by Anderson, the cashier, 
and delivered to Haile: 


“August 31, 1927. 
“To Whom This May Concern: 
“Gentlemen: This is to certify that 
Mr. S. H. Haile is manager of the Hud- 
son Cash Store, Hudson, Kansas. It is 
by request of him that I am asking that 
in selling merchandise to him for this 
store, that you please send invoices to 
Mr. S. H. Haile and copies of the bills 
to this bank. We will see that pay- 
ments are made by draft as per the in- 
structions of bills sent. Thanking you 
for this courtesy, we are 
“Yours very truly, 
“The Hudson State Bank, 
“By E. O. Anderson, Cashier. 
“S. BH. Hate: 
“Manager of Hudson Cash Store.” 


The letter was used by Haile in pur- 
chasing goods from wholesale grocery 
companies. Haile failed to pay for the 
goods purchased, or to pay the bank the 
note for $1000, and later the bank re- 
covered a judgment thereon after Haile 
had made an assignment for the benefit 
of creditors. It was found that no au- 
thority had been given Anderson, the 
cashier, by either the president or board 
of directors of the bank to enter into 
the grocery business, or to guarantee 
grocery bills. 
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The bank invokes the doctrine of ultra 
vires (bank not bound where act is out- 
side of its powers), and it is conceded 
that the contract of the cashier was 
beyond his powers or the powers of the 
bank, but it is insisted that the bank is 
estopped from relying on the doctrine 
of ultra vires by reason of the fact that 
it obtained benefits from the transaction. 
The benefit claimed is that the note of 
Haile operating the cash store became 
the property of the bank and passed into 
its assets, which was afterwards reduced 
to a judgment which remains the prop- 
erty of the bank. There is the addi- 
tional claim that the money derived from 
the sale of the store to Haile through the 
loan was used in paying obligations 
against the Sells store, some of which 
was due to the bank. It appears, how- 


ever, that on September 26, 1927, and 
before the sale of the goods by plaintiff 
to Haile, the plaintiff made the follow- 
ing inquiry of the bank: 


“Gentlemen: Mr. S. H. Haile advises 
us that he has purchased the Sells Cash 
Store, your city, and he has given you 
as reference. 

“We will appreciate any information 
you can give us in regard to the char- 
acter, integrity and financial ability of 
Mr. Haile. We would also like to know 
his net worth. 

“Assuring you that your reply will be 
held strictly confidential and that we will 
in no way hold you liable, we are, 

“Yours truly, 

“The Hutchinson Whoiesale 
Grocery Company, 
“W.H. D. Wood.” 


To which the following answer was 
made: 


“Mr. Haile is the new merchant in 
the Hudson Cash Store, and we are 
backing him. He is supposed to sell and 
buy on cash basis only. 

“E. O. Anderson, Cashier.” 


The trial court, in a memorandum 
opinion stating the findings and grounds 
on which its judgment was founded, 
held that the bank which was organized 


under the laws of Kansas had no author- 
ity to go into the grocery business or to 
guarantee grocery bills. That it had 
not authorized Anderson, the cashier, to 
give the letter on which plaintiff relies, 
and that the directors had not expressly 
nor had they by implication of silence 
assented to the act of Anderson. The 
court further held that, even if the di- 
rectors of the bank had undertaken to 
guarantee the grocery bills, it would 
have been beyond their authority; but 
that neither the board or the stockhold- 
ers had expressly or impliedly assented 
to the action of the cashier in asking 
jobbers to sell merchandise to Haile, and 
that the bank would see that the bills 
for groceries were paid; and that all per- 
sons dealing with Haile were bound to 
know at their peril that the act was in 
excess of its authority. Even if it had 
done so, it is clear that such action 
would have been void. Our statute pro- 
vides that: “No bank shall employ its 
money, directly or indirectly, in trade 
Or commerce, in buying and selling 
goods, chattels, wares and merchandise.” 
R. S. Supp. 1931, 9-111. 

See, also, Cincinnati Discount Com- 
pany v. Bank, 101 Kan. 253, 166 P. 
476; Ingersoll v. Bank, 110 Kan. 122, 
202 P. 837. 

It would seem. too from the record 
that, under the letter of September 25, 
1927, which was written prior to the 
sale of the goods by plaintiff, neither of 
the parties understood that the letter of 
Anderson was a guaranty of the bank 
that the defendant would pay the bills. 
The letter as we have seen was asking 
information as to the character, integ- 
rity, and financial ability of Haile, and 
added that: “We will in no way hold 
you liable.” Anderson, the cashier, in 
an answer, after stating that Haile had 
purchased the store, and that they were 
backing him, added: “He is supposed to 
sell and buy on cash basis only.” This 
answer was notice to plaintiff to deal 
with Haile on a cash basis only, and not 
to sell goods to him on a credit basis 
and expect the bank to pay grocery bills. 
Plaintiff, however, recognizes the rule 
that such a guaranty as they claim under 
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was outside of the scope of the authority 
and power of the bank; but they insist 
that the doctrine of ultra vires may not 
be invoked as a defense by a defendant 
who accepts and retains the benefits of 
its unauthorized acts. Plaintiff attempted 
to show that the bank had an interest in 
Haile’s store, and some evidence of Haile 
tended to show that fact; but evidently 
his testimony was discredited by the 
court, and, on all the evidence, the 
court held that the bank had no interest 
in the store. 

It is a well-established doctrine that a 
principal cannot repudiate the authority 
of an agent and invoke the rule of ultra 
vires, where the principal has accepted 
and retains the benefits of the transac- 
tion. He cannot repudiate the authority 
of the agent and at the same time ratify 
the agent’s authority by receiving and 
keeping the benefits of the unauthorized 
act. Means v. Bank, 97 Kan. 748, 156 
P. 701, and cases cited. See, also Na- 
tion v. Clay, 125 Kan. 735, 266 P. 45; 
Rife v. Docking, Receiver, 129 Kan. 
812, 284 P. 391. 

It was rightly held by the court, we 


think, that the bank had not received 
any benefits from the sale of the gro- 
ceries to Haile by plaintiff. Attention 
is called to the loan which was obtained 
by Haile from the bank, the proceeds of 
which was used in his purchase of the 
store and the carrying on of his business. 
That was an ordinary borrowing of 
money to complete the purchase and en- 
able Haile to conduct the grocery busi- 
ness. Haile gave his note for the loan, 
and thus created the relation of debtor 
and creditor. The bank could only look 
to the interest on the use of the money 
as its gain. It is said that some of the 
borrowed money was used by Haile in 
discharging obligations of Sells to the 
bank, but these were Sells’ obligations, 
and the bank cannot be liable for an 
unauthorized act of an officer because of 
the payment by another of the obliga- 
tion he owed the bank. That debt would 
have been payable and its collection en- 
forceable whether or not Haile was suc- 
cessful in business, or whether the 
money acquired by Haile had reached 
Sells or other debtors of the bank. No 
part of the note which was executed 
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before the Anderson letter was written 
has been paid by plaintiff. That letter 
did not change the relationship of Haile 
to the bank, or have anything material 
to do with the plaintiff's extension of 
credit to Haile. In no view of the case 
can it be said that the bank gained bene- 
fits in the transaction which estops it 
from availing itself of the lack of au 
thority of one of its officers. 
Judgment afiirmed. 


FALSE STATEMENT THAT DECE-: 
DENT HAD NO ACCOUNT 
IN BANK 


Fagan v. Whidden, United States 
Circuit Court of Appeals, 
57 Fed. Rep. (2d) 631 


The fact that the officers of a bank 
falsely state to the executors of an estate 
that the testator had no deposit in the 
bank, when he actually had both com- 
mercial and savings deposits therein, 
will not entitle the executors to a prefer- 
ence in payment over other depositors 
upon the failure of the bank. 


Proceedings by Bemory P. Whidden 
and another, co-executors under the last 
will and testament of A. J. Whidden, 
deceased, against Harry Fagan, as re- 
ceiver of the First National Bank of 
Avon Park, Florida. From a decree 
charging funds of a failed bank in re- 
ceiver's possession with a trust, receiver 
appeals. Reversed, with directions. 


OPINION OF THE COURT 


HUTCHESON, C. J.—From a decree 
charging funds of a failed bank in the 
possession of a receiver with a trust for 
the amount of the savings deposit of 
A. J. Whidden, deceased, this appeal is 
prosecuted. 

The bill alleged, and the master found 
in accordance with the evidence, that 
the officers of the bank had, for the 
fraudulent purpose of concealing the 
existence of the deposit, and preventing 
its withdrawal, falsely stated to repre- 
sentatives of the deceased that he had 
no savings account with the bank. That 
but for these practices, keeping the ex- 


istence of the deposit concealed from 
appellees (plaintiff executors), they 
would have withdrawn the funds from 
the bank before it failed. 

It was specifically found that Whid- 
den had for a long time prior to his 
death been a customer of the bank, car- 
rying deposits in both general and sav- 
ings accounts with it. The savings 
account in question had by additional 
deposits and credits of interest increased 
from June 1, 1921, to June 22, 1929, 
when the claim in suit was filed with 
the receiver, from $5560.70 to $8896.75. 
On March 6, 1928, Whidden was ad- 
judged insane, and guardians were ap- 
pointed of his person and property. 
These guardians undertook to ascertain 
the nature and condition of the accounts 
and business of their award with the 
bank, the deposits that he had there and 
the property they held for him, and 
made general and specific inquiry of the 
officers of the bank; they sought and ob- 
tained an inventory and specifically in- 
quired whether Whidden had a savings 
account. The inventory furnished 
showed no savings account, and the 
oficer to whom the inquiry was re- 
ferred, having full knowledge that his 
statement was false, advised that Whid- 
den had no savings account. 

On April 2, 1928, Whidden died 
testate, and appellees were appointed 
his executors. The guardians and execu- 
tors relied upon the statements and rep- 
resentations of Chapman for the bank 
that there was no savings account there, 
and they did not ascertain that he had 
one until the bank had been placed in 
the hands of a receiver. If they had 
known of its existence, they would have, 
before the bank failed, withdrawn it, to 
deposit it in the designated depository, 
or distribute it as required by the will, 
as they had done all other funds of their 
testator which had come to their knowl- 
edge. 

The master concluded that since the 
result of the fraudulent acts and conceal- 
ments of the bank and its officers, if 
given effect to, would be in effect to per- 
mit the bank to tender a now insolvent 
for a then solvent debtor, and thus de- 
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fraud appellees of the moneys they 
would then have received, the matter 
must be looked on as though the deposit 
had in fact been withdrawn, the relation 
of debtor and creditor terminated, and 
a new relation of trustee for a special 
fund created. The District Court 
adopted the master’s findings both of 
law and of fact. The single question 
presented here is whether the legal con- 
clusion was right. If it was, the judg- 
ment should be affirmed. If it was not, 
it should be reversed. We think it was 
wrong. 

That the officers of the bank have 
acted badly, and that for the damage 
caused by their fraudulent conduct they 
may be held personally to account, goes 
without saying. It is quite another thing, 
however, to say that the fraud of an 
officer of the bank, by which a depositor 
is prevented from carrying out a pur- 
pose to cease being a creditor of the 
bank converts him from a creditor of the 
bank into an owner of a specific amount 
of the bank’s funds so that thereafter the 
bank is, as to that amount, not his 
debtor, but his trustee. 
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We have held in Davis v. McNair, 
48 F. (2d) 494, and in Dixon v. Hop- 
kins, 56 F. (2d) 783, that by agreement 
between the parties a general deposit in 
a bank may be converted into a special 
deposit, in the nature of a trust, toward 
which the bank occupies the position of 
a trustee, and that equity will execute 
and make effective an agreement be- 
tween the bank and the depositor that 
funds theretofore held in a‘ general de- 
posit shall be converted into moneys of 
the depositor to be held by the bank as 
his and appropriated by it for him to a 
special use. Other courts have taken 
the same view. Schumacher v. Harriett 
(C. C. A.) 52 F. (2d) 818; Schumacher 
v. Brinson (C. C. A.) 52 F. (2d) 821; 
Bryan v. Coconut Grove (Fla.) 132 So. 
481. 

But this is not to hold that equity 
will, because a fraud has been committed 
either by concealing the existence of a 
deposit or the condition of the bank, set 
up, in order to enforce it, an agreement 
for a change from a general to a special 
deposit which was not in fact made. All 
that has occurred here is that a debtor 
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bank has put off payment of its debt 
until it has become unable to pay it, by 
falsely stating to the representatives of 
the depositor that the debt did not exist. 
False and reprehensible though this con- 
duct was, and liable as its authors un- 
doubtedly are for the damage which it 
caused, its factual and legal character 
and consequences cannot, because in- 
solvency has ensued, by any kind of 
equitable intendment be converted from 
the false statement that the debt did not 
exist, into the true statement that it did, 
and an agreement that it would be re- 
garded as withdrawn as a general and 
redeposited as a special deposit to be 
held by the bank not as its own money, 
for the amount of which it stands debtor 
to the depositor, but as the depositor’s 
money of which it is trustee. Mallett v. 
Tunnicliff (Fla.) 136 So. 346; State v. 
Banking Corporation, 77 Mont. 134, 


251 P. 151; Venner v. Cox (Tenn. Ch. 
App.) 35 S. W. 769; Farmers’ & Mer- 
chants’ v. Carper, 202 Iowa 859, 211 
N. W. 532, 51 A. L. R. 910. 
Attractive in its appeal and salutary 


in its operation as is the doctrine that 
equity will convert into a trustee ex 
maleficio one who has acquired property 
of another, and unlawfully converted it 
to his own use contrary to agreement, 
express or implied, it is essential to its 
application that the property of one has 
been so misapplied by another. Espe- 
cially should this essential to the fixing 
of a trust be kept in mind where the 
administration of failed banks is in 
question, for the trust, if enforced, 
operates not against the fraud doer, but 
against others equally innocent, and, 
absent the trust, equally entitled with 
claimant to payment from the available 
funds. So situated, it was incumbent 
upon appellees, claiming a preference 
right upon the funds of the bank on the 
ground that the bank held them in trust 
for the deceased as his funds, to show 
the title of deceased to those funds. All 
that has been shown here is that the de- 
ceased loaned money to the bank on a 
savings account. Not only has no agree- 
ment changing the status of the account 
from a general to a special deposit been 


shown, but the testimony prevents the 
finding that appellees and the bank ar- 
rived at such an agreement as to it, for 
it shows that its very existence was, by 
denial, concealed from appellees. The 
fact of this deceit cannot change appel- 
lees from creditors of the bank to own- 
ers of its funds. The bank stands as to 
them just as it does to its other creditors, 
their debtor, not their trustee. Cun- 
ningham v. Brown, 265 U. S. 1, 44 S. 
Ct. 424, 68 L. Ed. 873. 

The judgment is reversed, with direc- 
tions to dismiss the bill. 


BANK, AS ADMINISTRATOR, 
CONDUCTING DECEDENT’S 
BUSINESS 
State Bank of Orlando & Trust Co. v. 
Cummer Lumber Co., Supreme Court 
of Florida, 141 So. Rep. 602 


A bank, acting as administrator of a 
decedent's estate and continuing to carry 
on the business left by the decedent, will 
be liable itself for debts incurred in the 
conduct of the business, even though the 
authority to carry on the business was 
conferred by statute and the bank acted 
in the matter pursuant to a court order, 
where it does not positively appear that 
the business was carried on as required 
by the statute. 

In this case it appeared that the de- 
fendant bank was appointed adminis 
trator of the estate of one Nye and that, 
as such administrator, it continued to 
carry on the packing house business 
owned by the decedent. This action 
was sanctioned by statute and the bank 
acted pursuant to a court order. The 
manager of the business purchased ma- 
terial for use in the business to the amount 
of $11,513.88, which remained unpaid 
for. It did not affirmatively appear that 
the business was carried on “as contem- 
plated and declared by the statute, pur: 
suant to order of the court.” The bank 
was held liable for the debt. 


Action by the Cummer Lumber Com- 
pany against the State Bank of Orlando 
& Trust Company and another. Judy 
ment for plaintiff, and defendants bring 
error. Affirmed. 
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OPINION OF THE COURT 
TERRELL, J.—In April, 1926, plain- 


tiff in error was appointed administra- 
tor of the estate of A. J. Nye, deceased. 
Subsequent to this appointment, plain- 
tiff in error was placed in the hands of 
W. L. Tilden, who in turn was suc- 
ceeded by W. H. Tunnicliffe as liquida- 
tor. The record discloses that by order 
of the circuit court of Orange County 
plaintiff in error was authorized to con- 
tinue to conduct the trade and business 
of A. J. Nye, deceased. Pursuant to 
said order, plaintiff in error took in 
charge and continued the business of 
A. J. Nye under the management of H. 
H. Hancock. 

One asset of the estate of A. J. Nye 
was a packing house, in the conduct of 
which H. H. Hancock, as manager for 
plaintiff in error, ordered crate ma- 
terial from defendant in error to the 
aggregate value of $18,532.63, on which 
plaintiff in error paid $7018.75, leaving 
a balance due of $11,513.88. This ac- 
tion was instituted by defendant in error 
as plaintiff in the court below against 
plaintiff in error as defendant to recover 
the balance due on said account. The 
declaration was in the common counts, 
and the issues were made on the plea of 
“never was indebted.” At the conclu- 
sion of all the testimony, motion for an 
instructed verdict for the plaintiff was 
granted and the jury returned its verdict 
for the amount shown to be due on the 
account with interest; same being 
$13,890.86. Judgment was entered on 
the verdict, and writ of error was taken 
to the judgment. 

Several errors are assigned, but all 
may be sublimated into this question: 
May the State Bank of Orlando & Trust 
Company be held personally responsible 
for the account as heretofore stated; 
there being no showing of fraud, deceit, 
or assumption of personal liability? 

The facts as stated in this opinion 
were not controverted. Counsel for 
both parties to the cause agree that at 
common law an administrator who con- 
tinues the business of a decedent is in- 
dividually responsible for the obligations 
of the estate made by him for which he 


may be indemnified out of the assets of 
the estate; but appellant (bank adminis- 
trator) contends that an administrator 
carrying on the business of a deceased 
person under our statute, sections 3741 
to 3745 Revised General Statutes of 
1920 (sections 5614 to 5618, Compiled 
General Laws of 1927) is to all intents 
and purposes a statutory receiver acting 
under order of court, and therefore oc- 
cupies a different status from that of an 
executor carrying on a business by direc- 
tion of the testator. 

Sections 3741 to 3745, Revised Gen- 
eral Statutes of 1920 (sections 5614 to 
5618, Compiled General Laws of 1927), 
in effect, provide that the business of a 
deceased person may on proper showing 
be carried on for a reasonable time by 
the legal representative under order of 
the circuit court; the legal representa- 
tive to give such additional security as 
the court may require. The order of 
the court continuing the trade or busi- 
ness of the deceased shall authorize the 
legal representative, in his representative 
capacity, “to make such contracts as may 
be necessary to carry on said trade or 
business, and to incur debts and to pay 
out money in the proper conduct of such 
trade or business, and the net profits of 
such trade or business only shall be assets 
of the said estate.” In the conduct of 
such trade or business, the legal repre- 
sentative is required to keep full and 
accurate accounts of all receipts and ex- 
penditures, and to make monthly reports 
thereof to the circuit judge. He may be 
allowed such compensation as the judge 
shall deem reasonable. 

It may be that compliance with the 
terms of these statutes converts the rep- 
resentative of the deceased in the con- 
duct of his business into a statutory 
receiver acting under order of the court, 
which would relieve him of personal 
liability under the facts stated in this 
case; but since the record is silent as to 
whether or not the terms of the statutes 
were complied with by the administra- 
tor, that question is not properly pre- 
sented for adjudication. 

It is shown and not disputed that 
plaintiff in error was appointed admin- 
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istrator of the estate, and was authorized 
to continue to conduct the business of 
the deceased, that defendant in error 
extended the credit to the estate, that 
it was in part paid for by plaintiff in 
error as representative of the estate, and 
that the business of the estate was car- 
ried on by plaintiff in error through its 
agent; but the record is silent as to 
whether it was carried on as contem- 
plated and required by the statute, pur- 
suant to order of the court. 

In this state of the record, we are of 
the view that plaintiff in error was per- 
sonally liable for the amount of the 
judgment secured against it. An execu- 
tor is not bound to carry on the trade 
or business of a deceased person, al- 
though directed by will or empowered 
by statute to do so; but if he does elect 
to carry it on, as the record here indi- 
cates, he incurs the hazard incident 
thereto; the contracts of the business are 
his personal contracts, and, although 
contracted by him as executor or repre- 
sentative, they bind him individually, 
and not the estate which he represents. 
Ex parte Garsand, 10 Ves. Jr. 110; 
Wade v. Pope, 44 Ala. 690; Foxworth 
v. White, 72 Ala 224: Pitkin v. Pitkin, 
7 Conn. 307, 18 Am. Dec. 111; Sterrett 
v. Barker, 119 Cal. 492, 51 P. 695; 
Campbell v. Faxon, 73 Kan. 675, 85 P. 
760, 5 L. R. A. (N. S.) 1002; Woer- 
ners American Law of Administration 
(3d Edition) 1050; 11 R. C. L. § 147; 
Fridenburg v. Wilson, 20 Fla. 359; 
Brickell v. McCaskill, 90 Fla. 441, 106 
So. 470. 

Since the matter of conducting the 
trade or business of a decedent by his 
executor is purely optional with the ex- 
ecutor, it would seem that, if he elects 
to do so, he would likewise have his elec- 
tion to proceed individually or under the 
statute; and since there is no suggestion 
here that any protection the statute may 
afford was availed of, we must assume 
that the business of the deceased in- 
volved in the instant case was conducted 
individually. 

For the reasons announced in this 
opinion, the judgment below is affirmed. 


Affirmed. 


BANK OFFICER LIABLE IN 
RECOMMENDING 
INVESTMENT 


Eidem v. Dahl, Supreme Court of 
Minnesota, 240 N. W. Rep. 531 


The managing officer of a bank who 
induces a person to purchase a promis’ 
sory note, representing the same to be a 
sound investment, when the facts show 
that it is not, will be liable to the inves- 
tor for a loss which he sustains. 


Action by Jorgen R. Eidem against 
M. E. Dahl and another. The action 
was dismissed as to the defendant Citi- 
zen’s State Bank of Twin Valley. Ver- 
dict for the plaintiff, and, from an order 
denying his alternative motion for judg- 
ment notwithstanding the verdict, or for 
a new trial, defendant M. E. Dahl ap- 
peals. Order affirmed. 


OPINION OF THE COURT 


HILTON, J.—Defendant Dahl ap- 
peals from an order denying his alterna- 


tive motion for judgment notwithstand- 
ing the verdict or for a new trial. This 
action was brought in April, 1930, 
against Dahl and the Citizens’ State 
Bank of Twin Valley. Dahl (herein- 
after referred to as defendant) was the 
managing officer of the bank. At the 
close of plaintiff's case, the action was 
dismissed as to the bank. 

Plaintiff was an old man, foreign 
born, unable to read or write the Eng- 
lish language, and without any business 
experience. He formed a partnership 
with Hilmer T. Bueng, 22 years of age, 
and engaged in the restaurant business 
in Twin Valley for about six months. 
The business, due largely to competi- 
tion and the inexperience of the part- 
ners, did not prove profitable. They de- 
sired to sell it, and arranged with de- 
fendant to find a purchaser. In October, 
1923, through defendant’s efforts, two 
local restaurant men made the purchase 
for $2,095.38, and evenly divided the 
purchased property. A commission was 
paid defendant for the service rendered. 

One of the purchasers was able to pay 


his one-half in cash; the other (Wan- 
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gen) was without funds. Defendant 
agreed to arrange a loan from the bank 
to him for the balance of the purchase 
price, if plaintiff and his partner would, 
instead of cash therefor, take a $1000 
note signed by one Hans Nelson and 
secured by a chattel mortgage on Nel- 
son’s property. The partners agreed to 
do so. Defendant then owned such a 
note and mortgage. The next day, 
October 26, 1923, he secured a renewal 
of each, due November 1, 1924, and in 
which plaintiff and Bueng were named 
as payees and mortgagees 

The bank made a loan to Wangen of 
$1500 on real estate security; of this, 
the necessary amount to pay for Wan- 
gen’s one-half interest in the purchased 
restaurant was taken and kept by de- 
fendant; plaintiff and Bueng receiving 
the Nelson note and mortgage in lieu 
thereof. The transaction amounted to a 
sale of the note and mortgage to them. 
Defendant, however, retained the note 
and mortgage in his possession. 

The indebtedness of plaintiff and his 
partner to wholesale and other creditors 
was underestimated; the cash received by 
them from the sale of their property 
was much less than half enough to liqui- 
date the debts. Plaintiff, by borrowing 
money and mortgaging his home, ob- 
tained sufficient money to pay the bal- 
ance of the debts. 

Plaintiff succeeded to the rights of 
Bueng, and sought recovery of damages 
for fraud and breach of warranty (guar- 
anty) in the sale of the note and mort- 
gage. The complaint raised both issues. 
Defendant moved the court to require 
plaintiff to elect as to which he would 
rely upon. This the court properly re- 
fused to do, and evidence was received 
on both. The charge of the court pre- 
sented both issues to the jury. A ver- 
dict was returned in plaintiff's favor for 
$1200. 

This case is largely one of fact. There 
was testimony of three witnesses, plain- 
tiff, Bueng, and the latter’s father, all of 
whom testified positively that the de- 
fendant represented that the maker of 
the note was financially responsible, and 
that the mortgaged property, consisting 


There’s a certain inde- 
scribable diaphanous some- 
thing about a hotel that 
makes people want to re- 
turn there again and again 
to lunch or dine. This 
psychical “something” its 
particularly evident at The 
Algonquin. 


POLO 


How a Famous 
Novelist 
Found Shelter 


Some years ago a genial voyager ar- 
rived in New York, unannounced, late 
at night, from West Chester, Pa. 
There was no vacant room in The 
Algonquin. 


The traveler explained that he had 
given The Algonquin as his address 
for important engagements, telegrams 
and mail. In spite of his polite re- 
quests for shelter the weary novelist 
had to be refused. 


Inquiring for the head man he was 
ushered in to Frank Case’s office. 


“It seems I cannot get a room 
here,” he said quietly. Then added, 
“My name is Hergesheimer.” 


“Not the Hergesheimer?” said Case. 


“Well, at least a Hergesheimer,” 
replied the tired traveler. 


9” 


“Did you write ‘Java Heac in- 
quired Case. 


"Yes." 


“You can have any room you want, 
Mr. Hergesheimer. You can have 
my room.” 

And thus began the first of the 


4392 visits that the famous novelist 
has so far paid to The Algonquin. 


POLO 


The Algonquin is situated 
at 59 West 44th St., mid- 
way between 5th Ave. aud 
Times Square. 
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of an automobile, Fordson tractor, hay 
baler and a gang plow, was worth 
$1300; that the note and mortgage were 
100 per cent. good and collectible; and 
that these representations proved to be 
untrue. They also testified that, in con- 
sideration of the taking of the note and 
mortgage, as before stated, defendant 
promised and agreed to collect the $1000 
and interest for plaintiff and his partner, 
guaranteed and warranted so to do, and 
to save them from any loss in the matter. 
Other like testimony was given. They 
further testified that all these representa- 
tions and promises were relied upon. 
Defendant testified that the mortgaged 
property was worth the amount claimed 
by him, denied any fraud or misrepre- 
sentations, and denied that he ever made 
any such warranty and guaranty as testi- 
fied to. On the conflicting evidence, the 
jury was justified in concluding that, not 
only were false representations made 
and relied upon, but also that there was 
an absolute warranty by defendant that 
he would collect the $1000 and interest 


for the payees. 

Reliance having been placed upon the 
representations and promises above re- 
ferred to, it was unnecessary that a per- 
sonal investigation be made either by 


plaintiff or his partner, as to Nelson's 
solvency or the value of the property 
mortgaged. Cases cited relative to the 
necessity of personal investigation under 
certain conditions are not in point here. 

Defendant kept the note and mort- 
gage in his possession during the years 
that followed, but was only able to col- 
lect $300 thereom, which he received 
from a sale of the mortgaged property. 
It was not paid to plaintiff. 

Defendant advances the proposition 
that the statute of limitations had run 
against plaintiff's claim. ‘It had not. The 
action was commenced within six years 
after November 1, 1924, which was the 
earliest date that the nonpayment of the 
note could be ascertained or defendant's 
breach of his warranty obligation as 
serted, 

We have carefully examined all the 
assignments of error, including those 
relative to rulings on admission of evi- 
dence and the charge of the court; we 
find no grounds for reversal therein. 
Taking the record in its entirety, and 
after considering all the points presented 
by able counsel, we are satisfied that the 
parties had a fair and impartial trial. 
The verdict was amply supported by the 
evidence. Affirmed. 
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weeks disclose a changing situa- 

tion, some of the alterations being 
of a disquieting character while others 
represent no very striking difference 
from conditions heretofore prevailing. 
Of the latter character are the changes 
in government in France and Germany. 
In the former country M. Herriot has 
succeeded M. Tardieu as Prime Minister, 
while in the latter country Herr von 
Papen takes the place of Chancellor 
Brining. M. Venizelos has disappeared 
from the stage of Greek statesmanship, 
at least for the present. Chile has had 
a revolution, a socialist régime being in- 
stalled, and some of its early actions have 
still further unsettled confidence in the 
stability of affairs in that country. 
Mexico has recently experienced radical 
tendencies in some of the southern states 
of the republic, but these tendencies are 
being counteracted by the vigorous hand 
of the central government. The Lau- 
sanne Conference convened on June 16, 
and hopes were entertained of its suc 
cessful outcome by reason of preliminary 
understandings said to have been reached 
by Prime Minister MacDonald of Eng- 
land and the Prime Minister of France, 
M. Herriot. A new cabinet has come 
into power in Japan, and affairs gener- 
ally in the Far East have quieted down 
to a marked extent as compared with the 
first half of the year. The Disarmament 
Conference sitting at Geneva has, ap- 
parently, declined into a somewhat 
somnolent state, though its awakening 
was expected to take place as the result 
of a visit from the two eminent states- 
men whose names have just been men- 
tioned. Considerable disappointment 
has been felt over the failure of the 
London Conference on the Danubian 
States to arrange for some form of cus- 
toms union among the countries hereto- 


F wea in foreign lands in recent 


fore constituting the Austro-Hungarian 
Monarchy. As the result of tariff bar- 
riers and exchange restrictions trade be- 
tween these countries has been greatly 
hindered, and some of the countries are 
bordering on an economic breakdown. 
The obstacles to an agreement seem to 
consist less of differences among the 
Succession States themselves than to the 
fear of some of the outside countries 
that their interests will suffer from the 
proposed arrangement. Reconcilement 
of differences, even among countries 
whose identity of interests is so apparent 
as in this case, seems well-nigh impossible 
in the present state of public opinion. 
From time to time leading statesmen, 
financiers and economists have pointed 
out the harmful effects of restrictions on 
trade and credit. Quite recently the 
Gold Delegation of the League of Na- 
tions has said: “In our opinion it is im- 
perative that the restrictive commercial 
policies adopted by governments today 
should be radically changed.” But nu- 
merous opinions of a like character, 
coming from the most authoritative 
sources, have been disregarded, and in- 
creasing obstacles, of one kind and an- 
other, have been set up in nearly every 
country to obstruct the free movement 
of goods and credit. Sauve qui peut 
has become a common policy of govern- 
ments. The result has been a startling 
decline in world trade, some alarmists 
envisaging its early and complete ex- 
tinction. There is much talk about the 
necessity of international co-operation. 
There is more action in the contrary di- 
rection toward national isolation and 
economic self-sufficiency. While the 
falling off in world trade has been due 
largely to the widespread depression, the 
efforts to ward off the ill-effects of the 
depression by the imposition of tariffs 
and exchange restrictions have not only 
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failed in their major objective—the re- 
duction of “unfavorable” trade balances 
—but their salutary effects upon the do- 
mestic situation have been in every case 
undiscoverable. On the contrary, as in- 
ternational trading has become more and 
more difficult, the internal situation of 
the various countries has grown steadily 
worse. The decline in the world’s for- 
eign trade has followed the depression, 
but this decline has been accentuated by 
the fruitless attempts of the nations to 
protect themselves by imposing high 
tariffs and other restrictions upon the ex- 
change of goods between countries. 
These obstructive measures have suc- 
ceeded in their main objective—the cur- 
tailment of imports—but they have also 
reduced exports and deranged credit re- 
lations. 
GREAT BRITAIN 


The expected advantages to British 
industry as a result of the departure 
from the gold standard and the laying 
of duties on imports are somewhat dis- 


THE BANKERS MAGAZINE 





appointing thus far. Though imports 
have shown a marked decline in compari- 
son with those of a year ago, when com- 
pared with a recent month they have 
increased. Exports, on the basis of either 
comparison, have fallen off to a marked 
extent. In appraising this course of the 
country’s foreign trade, consideration 
must be given, first, to the fact that the 
progressive decline of world trade, due 
to the depression and to restrictive mea- 
sures, must of necessity affect British ex- 
ports unfavorably, and second, that the 
earlier impulse given by the tariff and 
the suspension of the gold standard has 
slackened. ‘It is apparent that a fair test 
of the altered fiscal policy of the country 
is impossible under existing conditions. 
With conditions as they are, while the 
imposition of a tariff was necessary in 
order to protect the public credit from 
the effects of an adverse trade balance, 
long-continued and of large proportions, 
the tariff is not proving helpful in the 
stimulation of foreign trade. 


Refunding Postponed 


Hopes of an early refunding of the 
war loans, which in the aggregate reach 
a total of over £2,000,000,000 and bear 
5 per cent. interest, have been dashed by 
recent developments. While the Bank 
of England rate of discount is now as 
low as 2'4 per cent. and the London 
deposit rate 2 per cent. lower, the dis 
position to invest in long-term securities 
at a very low rate is still lacking. Gov 
ernment securities thus dated are now 
selling at prices showing a yield of as 
much as 4/4, per cent. Recently it had 
been hoped that refunding might be 
gradually effected at a rate as low as 
3% per cent. While confidence in 
British securities remains high, large: 
scale operations can hardly be success’ 
fully carried out until further experience 
is had with recent taxation measures in 
their efficacy in assuring a balanced 
budget, and until the world economic 
situation shall have become clearer. 


The Country's Economic Position 


Reasons for a more hopeful outlook 
are found by the Westminister Bank Re- 
view, which says: 
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It is not too much to say that at no period 
in her annals—not even in the crisis of the 
Great War—has this country collectively 
achieved so much as during the nine months 
since the middle of last August. The as- 
sumption of office by the National Govern- 
ment signalized the end of a period of drift 
in economic affairs, during which the nation 
had wavered inconclusively between a policy 
of expansionism more appropriate to a period 
of rising prosperity, and a piecemeal series of 
isolated adjustments, without central purpose, 
imposed empirically in response to causes 
only dimly appreciated. The change of gov- 
ernment, in fact, proved equivalent to a 
formal declaration of “a state of siege.” 
With the recognition of the existence of a 
crisis came a mobilization of national effort 
to meet it, and the conscious direction of na- 
tional purpose to a more and more clearly 
defined end. 

The first and greatest achievement of this 
country has been the performance of the feat 
of devaluating her currency without awaken- 
ing the resentment of other countries which, 
having previously maintained large deposits 
in London, were heavy losers by her decision. 
The international prestige of London still 
stands very high, and already there is a ten- 
dency for important foreign interests, seek- 
ing safety for floating resources, to look to 
this country for their investment rather than 
to other centers whose currencies retain the 
right of convertibility into gold. This com- 
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pliment to British good faith is based not 
only on the general admission that this coun- 
try, at considerable cost, did everything 
humanly possible to avert the gold suspension, 
but also on the universal recognition that her 
subsequent policy has been dictated by sound, 
if Spartan, principles. The net result is that 
Great Britain today is less an object of sym- 
pathy, as the victim of forces she was power- 
less to control, than the leader of a group of 
“off-gold” countries, in whose hands consid- 
erable powers of initiative may reside. 

The second achievement of the last nine 
months has been the maintenance of an in- 
convertible currency without the faintest 
symptoms of any inflationary movement. The 
budget was balanced before the country left 
gold, and the equilibrium of the national ac- 
counts has since been maintained. This is a 
tribute to the British Treasury, which alone 
among the treasuries of the world’s great 
powers has had the courage to impose un- 
precedented sacrifices on its taxpayers, and 
more particularly to the steadfast spirit of the 
British people who, with a good grace which 
has surprised all but themselves, have been 
prepared to shoulder their burden for a period 
whose end cannot yet be foreseen. 

In the third place, Great Britain's internal 
productive activity has ceased to recede since 
the devaluation of the pound. The grim 
weekly recruitment of new workers to the 
unemployed army, the progressive decline in 
output of British goods, and the deadly 
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leaven of discouragement of the national 
morale, which declining production ever in- 
volves, have all been suspended during an 
invaluable breathing space. Britain, if she has 
advanced little, has at least ceased to retire. 


But this improvement is not, in the 
opinion of the Review to be regarded 
with complacency, for it observes: “If 
events since the war have taught any- 
thing, it is that, as no man can be sure 
of his own health in a plague-stricken 
city, so no nation can achieve true eco- 
nomic recovery while other nations re- 
main unprosperous.” 


FRANCE 


While the policies of M. Herriot’s 
ministry have not been definitely an- 
nounced, it has been made clear that the 
new government will not yield to radical 
demands for the nationalization of in- 
surance and mining and the inauguration 
of the forty-hour week without reduc- 
tion of wages. These demands were re- 
fused on the ground that they would 
either call for preliminary international 
agreements or that they would be too 
heavy a tax upon the country in its 
present state. 
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Business conditions continue irregular; 
the few scattered signs of improvement 
are insufficient to constitute evidence of 
a general betterment and are largely 
offset by unfavorable factors. The total 
number of registered unemployed is de- 
creasing, but there has been no indica- 
tion of a corresponding increase in in- 
dustrial and commercial activity as a 
whole. The foreign trade balance and 
railway receipts are becoming increas 
ingly unfavorable. A further recession 
in business conditions in general is ap- 
parently expected. Returns from income 
and direct taxes and monopolies are fall- 
ing behind estimated receipts. Produc 
tion of pig iron and steel is showing a 
marked decline. Gold accumulations at 
the Bank of France have continued to 
gain, and the congestion of short-term 
funds has become so great that an outlet 
for them would seem to be imperative 
once political and economic conditions 
in other countries become more reassut’ 
ing. 

GERMANY 


The anxiety regarding German cur’ 
rency, which developed following the un- 
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expected change in the government, has 
now largely disappeared. The new gov- 
ernment’s policy is to avoid all currency 
and credit experiments and to adhere 
closely to the existing policy of main- 
tenance of the gold standard and avoid- 
ance of inflation. While the political 
campaign preceding the general Reich- 
stag election of July 31 may create an 
unfavorable business atmosphere, it is 
generally believed that the credit situa- 
tion will not be adversely affected by the 
political change. The nationalistic ten- 
dencies of the new government suggest 
a possibility of further aggressive mea- 
sures favoring domestic agriculture, in- 
dustries and forest products at the ex- 
pense of imports. Observers anticipate 
an indefinite continuation of the present 
procedure of allocating foreign exchange 
on a monthly basis to cover imports with 
the possibility of further contraction of 
the monthly allotments, and the applica- 
tion of a quota system, if foreign trade 
continues the present unfavorable de- 
velopment. Savings deposits in April 
amounted to 9,956,000,000 marks, as 
compared with 9,950,000,000 marks in 


March. The wholesale index dropped 
to 97.2 in May, agricultural products to 
93.4, groceries to 86.9, raw and semi- 
manufactures to 87.9, and manufactures 
to 118.8. The cost of living index in 
May declined to 121.1, as against 121.7 
in April. Bankruptcies declined sharply 
to 722 and receiverships to 595, as com- 
pared with 903 and 724, respectively, 
in April. The weekly average for rail- 
way carloadings in May declined to 
548,000 tons, as compared with 559,000 
tons in April, with the average per work- 
ing day at 99,800 tons. Passenger and 
baggage receipts in April were 33 per 
cent. under that of a year previous, and 
freight receipts declined 29 per cent. 
Automotive transportation has been giv- 
ing the railroads serious competition. 
Production of pig iron has recently 
shown a marked increase, due to the fill- 
ing of Russian orders. 


ITALY 


The Italian exchange has very success’ 
fully withstood the strain of recent 
months and the situation was handled 


75 





Backed by an experience of eighty years, and thoroughly familiar with 
local business conditions, we are in an exceptionally favorable position to under- 
take commercial banking, fiduciary and trustee business of every description in 
the Philippine Islands. 

With our Head Office in Manila, conceded to be the chief distributing center of 
the Far East, and with connections extending all over the world, amongst which 
are the strongest and best known foreign banks, we are prepared to act as an 
intermediary in the dealings between foreign centers and a country which, like 
the Philippines, is developing rapidly and offers considerable opportunities to the 
foreign exporter, merchant, and investor. 

Careful and close attention given to the collection business of foreign banks. 
Inquiries and correspondence invited. 


Che Bank of the Philippine Islands 


ESTABLISHED 1851 
AUTHIORIZED CAPITAL, P10,000,000.00 
CAPITAL FULLY PAID AND RESERVES, OVER P7,000,000.00 
(ONE U. S. $=TWO PESOS) 





Cable Address: 
BANCO 


HEAD OFFICE: 
10 Plaza Cervantes, Manila 


Branches in CEBU, ILOILO and ZAMBOANGA 


FULGENCIO BORROMEO 
RAFAEL MORENO . 


P. J. CAMPOS 

D. GARCIA 

S. FREIXAS . 
J.M. GARCIA .. 
Vv. J. JIMENEZ . 


without resort to restrictions which other 
countries have found necessary. Success 
of the recent treasury loan is also pointed 
to as evidence of popular confidence in 
the country’s political and economic 
situation. The issue was floated to meet 
the repayment of the fifth series of nine- 
year treasury bonds falling due in No- 
vember next, and the public was asked 
to subscribe the 1,000,000,000 lire 
needed for that purpose, the expiring 
bonds being accepted in payment of the 
new issue. The response to the appeal 
was impressive: on the first day of issue 
263,941 persons subscribed 4,353,000,- 
000 lire, of which 1,900,000,000 was in 
bonds and the remainder in cash. The 
subscription was closed at the end of the 
first day. 

The government has decided to accept 
the additional 3,000,000,000 lire, return- 
ing only the 453,000,000 subscribed over 
and above that amount. The popular 
character of the loan is shown by the 
large number of small subscriptions: 
35,447 were for sums not exceeding 500 
lire each, 43,228 for sums not exceeding 
1000 lire, 25,941 for amounts from 1500 
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to 2000 lire, 10,873 for 2500 to 3000 
lire; subscriptions of over 1,000,000 lire 
numbered not more than 114. 

As a result of the subscription four 
new series of nine-year treasury bonds, 
the sixth, seventh, eighth and ninth, will 
be issued. Of the funds thus obtained 
in excess of the needs for the forthcom- 
ing bond redemption, 1,000,000,000 lire 
have been assigned for public works and 
supplies, 1,000,000,000 will be used to 
write down the budget deficit, and 
1,000,000,000 will be credited to the 
Liquidation Institute which will thus be 
able to reduce by a like amount its in- 
debtedness to the Bank of Issue, making 
the resources of that bank more largely 
available for current commercial credit 
needs. 

Of the 1,000,000,000 lire allocated 
for public works, 750,000,000 will be 
spent on completing important undertak- 
ings already in hand: land drainage, the 
regulation of watercourses, road build- 
ing, and the improvement of sanitary 
conditions in some of the less developed 
districts. ; 

While the trade deficit at the end of 
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the first quarter of the present year stood 
at 430,400,000 lire, this compared with 
a deficit of 697,100,000 lire at the cor- 
responding period a year ago. In the 
first three months of this year imports 
declined by 877,000,000 lire compared 
with the same period of 1931, while ex- 
ports fell off by 710,300,000 lire. 


SWITZERLAND 


The position of the Swiss money mar- 
kets throughout the first quarter of 1932 


continued liquid. The official bank rate 
showed no change at 2 per cent., but the 
outside private rate for prime Swiss bank 
and trade paper was lowered to 14% per 
cent., while there was also a generally 
cheaper trend for foreign bills. Faced 
with a lack of suitable opportunities for 
the employment of their funds, the banks 
saw themselves forced to reduce the in- 
terest allowed on current deposit and 
checking accounts. 

Gold holdings of the Swiss National 
Bank at the end of March were 92,000,- 
000 francs higher at 2,439,000,000 francs 
than at the end of 1931; gold exchange 
was practically unchanged (106,000,- 
000 francs). The domestic portfolio of 
the bank was down and Lombard loans 
also declined to 53,000,000 francs from 
65,000,000 francs. Note circulation in 
the period from the end of 1931 to the 
end of March, 1932, fell from 1,609,- 
000,000 francs to 1,517,000,000 francs, 
while other sight liabilities, consisting 
mostly of bank deposits, increased from 
962,000,000 francs to 1,123,000,000 
francs. The note circulation was cov- 
ered 160.7 per cent. by gold alone; gold 
and gold exchange cover for the note 
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circulation and other sight liabilities came 
to 96.4 per cent. 

Activity on the capital market during 
the first quarter of 1932 was appreciably 
under that of the corresponding period 
of last year both as regards the number 
of new issues floated and their value. 
As in 1931, new share offerings were 
practically negligible. Of new public 
domestic offerings issued for 278,000,- 
000 francs (520,000,000 francs in the 
first quarter of 1931), 238,000,000 francs 
(420,000,000 francs) were conversions, 
so that new capital to the extent of 
only 40,000,000 francs was raised. 


THE NETHERLANDS 


Foreign trade of The Netherlands for 
the first quarter of this year showed an 
excess of imports to the value of 138,- 
619,000 florins against an excess of 150,- 
833,000 florins in the first quarter of 
1931. Government revenues for the 
first quarter of 1932 were 11,677,007 
less than for the corresponding figure of 
1931 and were 445,325 below the esti- 
mates. Further unfavorable develop- 
ments in the revenues are expected as a 
result of the crisis. It is estimated that 
a reduction of some 120,000,000 florins 
in the budget may become necessary, to 
be achieved by a reduction of salaries of 
public officials and the institution of 
other economies. Owing to a decline in 
railway income it has been decided to 
reduce wages of employes by 5 per cent. 
on July 1 and a like reduction on Oc- 
tober 1. 

In announcing its decision to recall its 
gold holdings in New York, The Nether- 
lands Bank stated that these withdrawals 
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were not being made owing to any sus- 
picions of the American currency, but 
because the management of the bank sees 
no reason why these holdings should 
longer be left abroad under present cir- 
cumstances. Since April 19 the discount 
rate for bills at The Netherlands Bank 
has been 2 per cent. 


POLAND 


Polish foreign trade for the first four 
months of the current year closed with 
a credit balance of 94,686,000 zlotys (1 
zloty equals $0.1122), the result of a 
total of 288,021,000 zlotys of imports 
and 383,507,000 zlotys of exports. These 
figures represent decreases of 46 per cent. 
in imports and 38 per cent. in exports 
as compared with the relative data for 
the same period of 1931. The credit 
balance compares with a similar balance 
of 81,566,000 in the 1931 period. 

The statement of the Bank of Poland 
at the end of April showed an increase 
of 89,925,190 zlotys in the circulation 
as compared with the previous statement. 
The bank has gold in its vaults and 
abroad aggregating 547,314,394 zlotys, 
and foreign exchange and balances 
abroad, serving as cover, 40,837,713 
zlotys. In addition it has 117,290,340 
foreign exchange and balances abroad 
not serving as cover. 

The situation of Polish private banks, 
which in 1931 successfully withstood the 
effects of the financial crisis abroad, has 
improved during the first quarter of 
1932. Simultaneously with a certain 
improvement on the foreign money mar- 
kets, somewhat checked by the collapse 
of the Kreuger interests, the Polish 
78 
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money market was relieved of the pres- 
sure caused by the outflow of deposits. 
There was no loss of funds on deposit 
in Polish banks during the first three 
months of this year, while the trend of 
security prices has also improved, al- 
though on a very moderate scale. 

The aggregate balance sheet of Polish 
private banks as of March 31, 1932, 
shows only a small drop of deposits, 
amounting to approximately nine mil- 
lions of zlotys and caused principally by 
withdrawals from three institutions of 
minor importance which are in liquida- 
tion. 

This phenomenon indicates a return 
of confidence among depositors as well 
as a decrease of the tendency to hoard 
currency; it is the result of the return of 
funds withdrawn last year under the in- 
fluence of elements the origin of which 
lies outside of the economic field. 

Banks which endeavored to maintain 
a high liquidity of their assets during 
1931 continued that policy also during 
the first quarter of 1932. The total of 
quick assets (cash, amounts due from 
banks and foreign exchange) totaled 
395,900,000 as against 480,700,000 of 
zlotys on December 31, 1931—the per- 
centage of such assets to total liabilities 
being 38.8 and 41.2, respectively. Over- 
head expenses were subject to a drastic 
reduction, from 22,800,000 of zlotys 
during the first quarter of 1931 to 17, 
100,000 in 1932, or 24 per cent. 


SWEDEN 
As the name of the Skandinaviska 


Kreditaktiebolaget has been frequently 
mentioned in connection with the Kreu- 
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ger crisis, the following statement, fur- 
nished by the bank, will be found of in- 


terest: 


1. The bank has always maintained an 
entirely detached and completely independent 
position relatively to Ivar Kreuger and his 
trust. 


Ivar Kreuger and his trust had, merely by 
way of investment, purchased blocks of shares 
in several Swedish companies which were 
completely independent relatively to the 
trust. Among these companies we note sev- 
eral of the biggest industrial enterprises in 
Sweden and some banks, including the 
Skandinaviska Kreditaktiebolaget. In this 
bank the Kreuger trust had a share holding 
corresponding to about 11 per cent. of the 
bank’s share capital. Kreuger was not on 
the board of directors of the bank, and 
neither he himself nor any of his companies 
ever attempted to intervene in the affairs of 
this bank. Rumors to the opposite which 
have been in circulation now and then are 
consequently throughout unfounded. 


2. Credits granted by the bank to the 
Kreuger trust 


For many years—in fact until toward the 
end of 1930—the-bank’s lending to Kreuger 
and his trust had been in the form of purely 
commercial credits to the Match Company 
and short-term loans for minor amounts. In 
addition, there were certain loans which had 
originated in connection with the bank’s hav- 
ing sold to the Kreuger trust large blocks of 
shares in the Grangesberg Company, AB. 
Svenska Kullagerfabriken and Bolidens Gru- 
vaktiebolag. These loans corresponded to 
the grant of credit for a certain unpaid resi- 
due of the purchase sum, and security was 
provided by the sold shares. At the same 
time it was not unusual for the Kreuger trust 
to have very large amounts deposited with 
the bank. 

During this period the international trans- 
actions of Kreuger and his trust were financed, 
practically speaking, solely abroad, and at any 
rate without the aid of credits from this bank. 
But when toward the end of the year 1930, 
the situation on the international lending 
market changed decidedly for the worse, the 
trust found itself in need—in increasing 
measure as time went on—of financial sup- 
port from Sweden in order to meet the ob- 
ligations it had incurred in respect of the 
grant of loans to foreign states, and in order 
to fulfill the conditions laid down in its vari- 
ous monopoly contracts. 

As the Skandinaviska Kreditaktiebolaget 
was the principal bank connection of the 
Kreuger trust in Sweden, it was natural that 
the trust should apply to it for temporary 
credits pending the carrying into effect of 
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loan transactions planned by the trust abroad. 
Towards the end of 1930 and in the early 
part of 1931 such credit was in fact granted. 

It was, however, soon realized firstly that 
the credit already granted by the bank would 
be of long duration, and secondly that the 
trust would require new credits on a consid- 
erable scale. As the rejection of such ap- 
plications for loans would have entailed not 
only disastrous consequences for the trust, but 
also serious detriment to the country as a 
whole, it was necessary to give these applica- 
tions a very careful consideration. On the 
other hand it was most important to see that 
the liquidity of the bank should not be too 
heavily strained. The large credits which 
were granted by this bank to Kreuger and his 
trust in the spring of 1931, thus before the 
outbreak of the “confidence crisis” proper, 
were, therefore, not resolved upon until the 
Riksbank had been consulted and the latter 
had promised the requisite support. All the 
credits granted by this bank to Kreuger and 
his trust are based on real securities, the value 
of which are quite satisfactory; particulars of 
these securities are given in the sequel. It 
should, however, be pointed out at once that 
these securities do not include any the value 
of which is dependent on the present or 
future position of the Kreuger enterprises 


proper. 
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3. Loans granted by the bank on the se- 
curity of shares and debentures of the Kreu- 
ger companies. 


In addition to the direct grant of credits 
to Kreuger and his group of interests, this 
bank, like other Swedish banks, has naturally 
granted loans to customers on the security of 
debentures and shares in AB. Kreuger & Toll, 
and shares in the Swedish Match Company 
and the L. M. Ericsson Company. This, how- 
ever, has been done with great circumspec- 
tion; the credits amount altogether to between 
ten and eleven million kronor, and are ex- 
pected to entail a loss of six or seven million 
kronor. In order to meet these and similar 
losses, it was decided at the ordinary meet- 
ing this year to transfer available profits 
amounting to 12,270,000 kronor to a special 
writing-off account, whereby the funds im- 
mediately available for writing off have been 
increased from 4,000,000 to about 16,250,000 
kronor. 


4. The securities for the total credits 


granted to the Kreuger trust. 


It has already been pointed out that no 
credits have been granted by this bank to the 
Kreuger trust against the security of de- 
bentures or shares in AB. Kreuger & Toll, 
the Swedish Match Company or the L. M. 
Ericsson Company. 

The securities for the bank's credits to the 
Kreuger trust are principally the following: 

(1) The major part of the shares in the 
Swedish companies Boliden and Hufvud- 
staden, and 

(2) Foreign state bonds (principally Ger- 
man) and other state-guaranteed bonds. 

For the information of our readers abroad, 
it may be mentioned that both Bolidens Gruv- 
aktiebolag and Fastighetsaktiebolaget Hufvud- 
staden are companies which are completely 
independent of the Kreuger trust. Bolidens 
Gruvaktiebolag owns, and _ has _ recently 
brought under exploitation, considerable de- 
posits of ore (containing gold, copper and 
arsenic, etc.) in the county of Vasterbotten, 
whilst Aktiebolaget Hufvudstaden owns well 
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situated premises in Stockholm, which yield 
good returns. 

The bank has employed the services of 
special experts to assess the value of its in- 
terests in the above-mentioned companies, as 
arising from the grant of credits. The bases 
of this valuation were determined with great 
caution. As regards the young Boliden en- 
terprise in particular, no account was taken 
of the numerous possibilities of development 
which, though presumably valuable, are not 
sufficiently tangible to be reduced to figures. 
But even within these narrow limits a mar- 
gin of safety has been left. 

The bonds pledged consist, as mentioned, 
principally of German state bonds, and to a 
minor extent of Polish, Hungarian and 
Roumanian state bonds and state-guaranteed 
bonds. After deducting from the total amount 
of the credits granted by the bank to Kreuger 
and his trust (including guarantees, etc.) the 
value of those securities which do not consist 
of bonds, it will be found that the remaining 
credit is fully covered by the value of the 
pledged bonds, even when the value is esti- 
mated on the basis of the present low quota- 
tions for the bonds in question or those com- 
parable with them. 


5. The state relief action. 


If it is thus incontestable that no actual 
loss has been sustained on the bank's credits 
to the Kreuger trust, a considerable amount 
of working capital has nevertheless been tied 
up in this way. Although the debts incurred 
by the bank depended on the Riksbank, al- 
most exclusively, the bank found it necessary 
to apply for state-assistance. This applica- 
tion has been granted. The national debt 
office, with the authorization of the Riksdag, 
has granted the bank a loan of 100,000,000 
kronor against its registered certificates 
(“forlagsbevis”), and further a credit to the 
extent of 114,700,000 kronor against delivery 
of securities received by the bank from the 
Kreuger trust. 

The loan of 100,000,000 kronor which has 
been granted against the security of registered 
certificates issued by the bank is to be re- 
deemed not later than June 15, 1940. The 





loan of 114,700,000 kronor is free from sink- 
ing-fund charges in 1932 and 1933, but is sub- 
sequently to be amortized by annual instal- 
ments amounting to one-tenth of the original 
sum. So long as the bank is indebted to the 
national debt office in respect of the above- 
mentioned engagements, both the loans to 
the bank may be redeemed, wholly or in 
part, at any time, at the bank’s discretion; 
but pending the complete redemption of the 
loans the dividend to be paid by the bank to 
its shareholders is to be limited to eight kronor 
per share as a maximum. 


In addition, a number of Swedish commer- 
cial banks have deposited with this bank sums 
amounting altogether to 40,000,000 kronor, 
half of which is non-withdrawable for one 
year, the other half for two years. 
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6. The bank’s position after the relief 
action, 


By the state relief action the bank has been 
granted a loan against registered certificates. 
Like the previous loan of this character 
raised by the bank in 1925, it amounts to 
100,000,000 kronor, and is a charge on the 
bank’s assets having priority after its liabili- 
ties to depositors and other creditors. The 
bank’s own capital and reserves, 182,000,000 
kronor, together with the two loans against 
registered certificates, thus amount to 382,- 
000,000 kronor. Though the solidity of the 
bank was entirely undisturbed at the time 
when the relief action was being carried out, 
its previously very strong position in respect 
of security for the depositors has now been 
further reinforced. 
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Current Conditions in Canada 


HE Imperial Economic Confer- 
ence, to begin at Ottawa on July 
21, and the purpose of which is to 
promote trade among the countries of 
the British Empire, is occupying the 
attention of Canadian economists. 
“There is a deepening sense of the im- 
portance of the Imperial Economic Con- 
ference,” says the Bank of Montreal's 
Business Summary of June 23, “and a 
growing confidence that from its de- 
liberations will issue conclusions calcu- 
lated to promote the welfare of Canada 
and all other countries of the British 
Commonwealth. If this hope is realized, 
it will be the first definite practical step 
towards a general trade recovery. Should 
the conference on war debts and repara- 
tions now in session at Lausanne find a 
way out from the heavy load of taxation 
these obligations impose, an obstacle in 
the path of recovery will be removed, 
the monetary situation eased, and credit 
82 


the mainspring of industry and com- 
merce—given freer play.” 

In its Monthly Letter for June, the 
Royal Bank of Canada, Montreal, says 
regarding the conference: 

“At a time when each nation is being 
sufficiently successful in its efforts to 
reduce its consumption of foreign goods 
so that world trade has almost come to 
a standstill, it is encouraging to realize 
that the peoples of the British Empire 
have recognized the futility of the at- 
tempt to secure prosperity through self- 
sufficiency and have begun to reach out 
toward new contacts within the Empire 
in order to re-establish a more normal 
volume of business. There are almost 
daily reports in the newspapers of the 
preparations under way for the Imperial 
Economic Conference in July. The 
problem that confronts the various parts 
of the Empire is that of deciding what 
goods they may most advantageously buy 
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from other Empire countries in order 
that they in turn may have a larger share 
of sales in Empire markets. Representa- 
tive leaders of the Empire Trade Move- 
ment have said that it is more important 
to establish a basis for the future growth 
of closer trade relations than to drive 
close bargains which may lead to im- 
mediate sales but will engender hard 
feelings that will defeat the ultimate aim 
of the conference. It is this effort to- 
ward a broad understanding of the aims 
and ambitions of each country that char- 
acterizes most of the preparations for 
the conference ” 


EMPLOYMENT INCREASED 


Meantime, conditions in Canada re- 
main about the same. The June Monthly 
Commercial Letter of the Canadian 
Bank of Commerce, Toronto, mentions 
a small increase in employment. “A 
slight upward turn in general employ- 
ment,” it says, “an abnormally large ex- 
port movement of wheat and compara- 
tively favorable crop prospects in most 
agricultural districts were the major de- 
velopments in the business record of the 
last month. These developments over- 
balanced a further decline in general in- 
dustrial and mining activity, the down- 
ward movement in industrial operations 
being a seasonal trend which commenced 
in April following an expansion in the 
three preceding months. 

“The statement regarding an increase 
in employment is based on a Dominion 
Government return of May 1 covering 
reports submitted by nearly 8000 em- 
ployers, and on advices received from 
other sources since that date. This im- 
provement, slight as it was, marked the 
end of a steady decline since January 
which was more severe than is usually 
the case in the winter and early spring. 
The cause of the sharp downward swing 
was a less than average seasonal im- 
provement in industrial operations. Steel 
production rose each month from Janu- 
ary to March, but the total output for 
the three-month period was about 60 
per cent. below that of the correspond- 
ing part of 1931; a reduction is reported 


for April and will probably be shown 
also. for May. The automobile and 
allied industries were also increasingly 
active during the first quarter of the 
year, but worked on a smaller scale in 
April, and production of passenger cars 
and trucks during the four months was 
but little more than half that in the like 
period of last year. It is probable, how- 
ever, that the complete records for May 
and June will disclose more stable opera- 
tions than in some former years. The 
newsprint mills operated in accordance 
with the usual seasonal tendencies, their 
output declining in February below that 
of the preceding month and rising in 
March and April, the total for the four- 
month period being 667,000 short tons, 
about 10 per cent. less than in the cor- 
responding part of 1931. This drop, 
Owever, was no greater than occurred 
last year in comparison with January- 
April, 1930, an increase in overseas-ship- 
ments practically offsetting a decline in 
exports to the United States. 


CONSTRUCTION 


“The construction industry has con- 
tinued in a state of severe depression, 
for while the volume of new contracts 
awarded has recently been greater—the 
contracts let in May were 40 per cent. 
higher than in April—the total work: 
now in progress is not over half that of a 
year ago. The Canadian lumber indus- 
try, which is so dependent upon the 
building industry both in this country 
and in the United States, reflects in the 
abnormally small lumber cut in British 
Columbia the low level of construction.” 


AGRICULTURE 


In regard to agriculture, the Bank of 
Monrtreal’s Summary has this to say: 

“Crop prospects at this period are 
excellent, taking the country as a whole, 
despite a late spring and delayed seed- 
ing. Especially good are conditions in 
the Prairie Provinces, where rain has 
been quite general, in contrast with the 
last three seasons in Southern Saskatche- 
wan and other parts. Prices of wheat, 
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however, have again declined, receding 
this month to 53% cents at Winnipeg, 
- and this despite the great reduction from 
last year of the winter wheat crop of the 
United States. Given a fair price for 
wheat and a good crop, conditions in 
the Western Provinces are certain to 
improve, to the advantage of transpor- 
tation interests and business generally 
in Canada. In the important mixed 
farming province of Ontario crop con- 
ditions are most favorable; in other 
provinces generally they are good though 
somewhat backward. 


FOREIGN TRADE 


“Canada’s external trade in May had 
an aggregate value of $85,756,000, com- 
pared with $134,302,000 in May, 1931, 
a decrease of about 35 per cent. The 
decline in imports amounted to $29,103,- 
700 and in domestic exports to $19,- 
238,800. The adverse trade balance 
for the month was thus reduced to 
$2,959,000, or $10,000,000 less than for 
the corresponding month a year ago. 
Nearly one-half the decrease in export 
value occurred in wheat, shipments of 


which fell off 14,000,000 bushels, while 
the export of flour was well maintained, 
with a decrease of only 19,400 barrels, 
or $51,300 value. Export of meats more 
than doubled last month, and there was 
again a substantial increase in copper 
exports, which rose in value to $1,309,- 
200 against $941,500 in May, 1931. The 
commodities which continue to decrease 
in export are newsprint, down $2,844,- 
000, nickel down $1,294,500, wood pulp 
down $1,047,000, planks and boards 
down $634,600, and automobiles.” 


BANK BRANCHES CLOSED 


The Financial Post of Toronto has re- 
ported the closing of a number of 
branches by Canadian banks. In April 
thirty branches were closed, all but one 
of which were in Canada. The number 
of branches in the Dominion is now 
3899, as compared with the high point 
of 4659 in 1921, following the post-war 
expansion. According to the Post 
eighty-three branches, eighty of which 
are in Canada, have been closed this 
year, and only two new _ branches 
opened. 


International Banking Notes 


THe Hon. John Mulholland and Benton 


Jones have been appointed directors of 
Westminster Bank Limited, London. 


THE Wiener Bank-Verein of Vienna has 
cancelled 550,000 shares of its capital stock, 
which it held, and has made arrangements 
for the sale of 23,000,000 schillings par 
value of new stock to its large stockholders. 
All losses from loans, it is reported, have 
been written off and potential risks have 
been appropriately provided for. 


STATEMENT of the directors of the British 
Bank of South America, Limited, London, 
for the year 1931, shows net profits for 


that period of £198,916. A dividend of 6s 
per share, amounting to £30,000, was paid 
in September and, in view of present finan- 
cial conditions, the directors proposed that 
£50,000 be transferred to contingencies ac- 
count and the remainder, £118,916, be 
carried forward. 

Balance sheet as of December 31 showed 
paid in capital of £1,000,000, reserve of a 
like amount and total resources of £8,621,838. 


At the ordinary general meeting of Det 
Nordiske Kreditaktieselskab, Copenhagen, it 
was decided to pay a 6 per cent. dividend 
for the year 1931, to transfer Kr. 65,000 to 
the reserve fund and to carry forward to 
new account the remaining profit, Kr. 28,918. 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 
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ADVERTISING TURNS TO HISTORY 


two-hundredth anni- 

versary of the birth 
of Washington this year has 
made the entire nation his- 
tory-conscious, and whether 
financial advertising men 
have themselves become im- 
bued with this spirit, or 
whether they are capitaliz- 
ing on the fact that their 
readers have become history- 
conscious, many banks are 
currently using historical 
themes in their advertising. 

Among the best known 
of such advertisements are 
those of the Bank of New 
York and Trust Company, 
but the bi-centennial obser- 
vance cannot in this case be 
responsible, for this old New 
York institution has been 
using this type of advertis- 
ing for some months. It 
has been mentioned in these 
columns and examples of the 
advertisements have been re- 
produced from time to time. 
In the advertising of this 
bank, some historic event— 
and the bank’s part in it— 
is described and illustrated 
in each advertisement. Type 
and illustration are espe- 
cially chosen to harmonize 
with the historic spirit of 
the event described. 

During the last few 
months another large New 
York trust company has 
inaugurated a: series of ad- 
vertisements which, while 


(CF ssornindeeah of the 


they differ radically from 
those of the Bank of New 
York and Trust Company, 
are of equal interest in their 
presentation of history. In 
each of the advertisements 
of the Bank of Manhattan 
Trust Company, some par- 
ticular industry is singled 
out and the story of that 


In 1800, Alexander Macomb thr@w a crude dam 
across the waters of the Harlem River. On the dam 
he built « grist mill—“away out” in the woods 
north of the city, Today, not far from the site of 
the old dam, the same river helps to run gigantic 
steam turbines; and the turbines turn out electric 
power for a crowded city of millions. 

From Macomb’s dam to the steam turbine is the 
span of the whole industrial revolution in America. 
It is also the span of the Manhattan Company. 

Macomb was a founder and director of the 
Manhattan Company. His daring venture was a 
part of the pioncering spirit that animated so many 
of its carly directors—builders of America’s first 


industry's beginnings and 
growth, along with the be- 
ginning and growth of the 
bank, is told. In these ad- 
vertisements, two _ illustra- 
tions are used—one showing 
the beginnings of the indus- 
try and the other its present 
status. The unusual layout 
and an example of the copy 
used may be seen in the 


locomotive . .. launchers of its first steam-boat ..» 
planners of the Erie Canal. 

the years since then, this institution 
has helped many industries to begin—and to grow. 
The cultivation of cotton, the distribution of food, 
the manufacture of shoes, the development of rail- 
roading—and, serving all these, the production of 
electrical energy—all have become a part of the 
132-year background of this bank. 

Successor to the quaint “ power plant” that Ma- 
comb built, has grown a great industry. Side by side 
with that industry has grown a great bank. It is char- 
acteristic of both that, while they look with pride 
to the past, they look with courage to the future. 


BANK OF MANHATTAN TRUST COMPANY 


Main Office: go Wall Sireet, Mew York City (B) Capital, Sorplas and Undivided Profits over $66,000,008 


A UNIT OF THE MAWHATTAN COMPANY 


An example of the current advertising of a New York 
City trust company, in which past and present are con- 
trasted. Note: particularly the unusual layout, with its two 
illustrations of the same size, separated by the heading. 
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E REPRINT these lines found on the reverse side of a Confederate Note now 
on exhibit at the Confederate Museum: 


But the faith that 


Keep it—it tells all our his 
From the birth « 
Modest, and born 
Like our hope o' 


Contrast 1862 with 1932—the economic condition resulting from the War Between 
the States with conditions now. With federal and state governments able to do any- 
thing necessary to stabilize business; with strong serviceable banks and warehouses 
overfiowing with manufactured and raw materials; with railroads, automobiles, air- 
ships, radios, etc., etc., we honor our guests this week, the Confederate Veterans, who 
conquered a terrible peace after defeat in a valiant war and became our benefactors 


for all time. 
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AMERICAN 


BANK & TRUST CO. 
Richmond, Virginia 


Member Federal Reserve System 


Member Clearing House Association of Richmond 


One of the recent historical advertisements of a Rich- 


mond, Va., bank. This 


institution has 


received wide 


mention for its advertisements containing reproductions 
of old American money. 


advertisement reproduced on 
page 85. 

Last winter the American 
Bank & Trust Co. of Rich- 
mond, Va., ran a series of 
advertisements which con- 
tained reproductions of the 
early paper money of the 
United States. This country 
was in dire straits when the 
currency was issued and 
each bill contained some sort 
of device to cheer up those 
into whose hands it came. 
One of these bills, which 
contained the word “Serena- 
bit,” was also used by the 
bank on a New Year's 


greeting, which was repro- 
duced and mentioned in 
newspapers all over the 
country. The same bank 
recently published a news- 
paper advertisement in 
which was reproduced an 
old Confederate note and 
a poem which had been 
written on’ its reverse side. 
The advertisement was fit- 
tingly run in Richmond 
newspapers during a meet- 
ing there of Confederate 
veterans. It is reproduced 
on this page. 

The State-Planters 
and Trust Co:, of 


Bank 
Rich- 


mond, has done an interest- 
ing series of historic adver 
tisements under the heading 
“Richmond Landmarks.” At 
the top of each advertise. 
ment is a photograph of 
some landmark in the city, 
and below it'is a brief de 
scription of it or the person 
or thing it portrays. Then 
come one or two paragraphs 
of copy selling the bank's 
services and at the same 
time appropriate to the 
illustration. Two of the 
most interesting of these 
advertisements are thos 
showing statues of George 
Washington and Robert E. 
Lee. 


The Bank for Savings, 
New York City, is also 
using advertsiements with a 
background of history. A 
recent one names four 
former trustees of that bank 
who served in the Conti 
nental Army under Wash 
ington. “The Bank for 
Savings,” reads the copy, 
“in commemorating _ the 
200th anniversary of the 
birth of George Washing 
ton, also wishes to honor 
the memory of these trustees 
of the bank who faithfully 
served their country’s cause.” 
Then the names of the tru 
tees and their service records 
are given. 

A large number of other 
banks, while not running 
entire series of _ historical 
advertisements, are using 
them now and then. The 
Fidelity Union Trust Com 
pany of Newark, N. J., for 
instance, recently published 
one entitled “Two Hundred 
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Years of Progress.” The 
same bank is sponsoring a 
Washington essay contest, 
in which prizes are being 
given to high school and 
grammar school students for 
the best essays on some 
interesting phase of Wash- 
ington’s life. 

An advertisement of the 
Marshall €& IIsley Bank of 
Milwaukee contains a pic- 
ture of Washington and, as 
its copy, a quotation from 
him, “Economy makes happy 
homes and sound nations. 
Instil it deep.” 

The National Bank of 
Topeka, Kan., also used a 
picture of Washington in 
an advertisement commemo- 
rating the anniversary of his 
birth. Copy for this adver- 
tieement read as follows: 


Great were the obstacles, mili- 
tay and otherwise, that stood 
in the way when the American 
colonies set out to gain inde- 
pendence and establish a sturdy 
nation. 

We honor Washington in 
1932, 200 years after his birth, 
because he led the way to 
victory in spite of these ob- 
stacles—because he proved that 
seemingly impossible victories 
can be won when courage, de- 
termination and persistence do 
not falter. 

With Washington as an in 
spiration may we Americans 


One of four billboard posters of a New York savings bank. 
A second one is shown at the bottom of this page. 


today and always preserve the 
same unconquerable spirit. May 
we face our peace-time difficul- 


ties with the same will to win 
which Washington called forth 
in the dark Revolutionary days! 


HOW BANKS ARE ADVERTISING 


THE National Shawmut 
Bank of Boston has pub 
lished and is distributing 
copies of the Revenue Act 
of 1932, with an explana- 
tory digest. The copies are 
available at the main office 
and all the branches of the 
bank. Two days after the 
act was signed by President 
Hoover the bank published 
an advertisement announc- 
ing that copies of the act 
were available. 


THE Commerce Trust Com- 
pany of Kansas City is run- 
ning in local newspapers a 
series of advertisements, all 
of which carry the head- 
ing “50 Words.” One of 


The Williamsburgh Savings Bai 


Another of the billboard posters of the Williamsburgh 
Savings Bank. 


the latest is “50 Words 
about Commerce Savings 
Accounts—.” The _ fifty 
words of text read as fol- 
lows: 

Your savings in the Commerce 
Trust Company are always worth 
100 cents on the dollar plus 
interest. 

Your money is safe. 

There is no market fluctuation, 

You can get all or any part 
of it whenever you ask for it. 

There is no better investment 


than a Commerce savings ac- 
count. 


The advertisements are all 
approximately 8 inches by 3 
columns and the layouts are 
similar, with text at the 
right and a drawing of the 
entrance to the bank at the 
left. 

Another advertisement of 
the same institution, but not 
one of the ahove-mentioned 
series, was published June 
12, shortly after the passage 
of the new tax legislation. 
It was headed: “The New 
Taxes ... how will they 
cut into the family fortune?” 
The text read: 


How will they affect the terms 
of your will as it is now writ- 
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POR ALABAMA, ITS PORT — AND PROGRESS 


Here is the first of a series of six advertisements, 
each of which, though differing slightly from the 
others, uses in its background phrases that the 
average person is apt to use in describing this Mobile 
bank's services. The remaining advertisements have 
a running head, “What People Say About -," 
and the subject is varied to cover checking accounts, 
saving accounts, safe deposit boxes, wills, voluntary 
trusts, etc. 


ten? Will they mean a reduc- 
tion in the size of individual 
bequests? Or, perhaps, an en- 
tirely new arrangement of plans 
for your family? 

In our business of settling 


estates under wills, our knowl- 
edge of taxes is an important 
advantage. 

You will incur no obligation 
at all by discussing your estate 
plan with our trust department. 


Even during more pros 
perous times banks are some- 
what reluctant to advertise 
for borrowers and at the 
present time, when liquidity 
is so greatly desired, such 
a thing is practically un 
known. In Newark, N. J, 
however, the Lincoln Na- 
tional Bank is doing exactly 
that. In a recent advertise- 
ment headed “To Keep the 
Wheels of Industry Mov 


ing,” it says: 


One of the important tunc 
tions of every bank is to lend 
a helping and sympathetic hand 
to local industry. 

With this in mind the Lincoln 
National Bank invites the in- 
quiries of local merchants and 
manufacturers who are in need 
of banking co-operation and 
solicits their accounts on a basis 
of mutual helpfulness. 

The Lincoln National Bank is 
ready to avail itself of facilities 
placed at the disposal of all 
banks by the United States Gow 
ernment in order to render such 
banking services. 


The Highland Park State 
Bank of Detroit, one of the 
units of the Guardian De: 
troit Union Group, followed 
a similar policy in a recent 
advertisement, which read as 
follows: 


The Highland Park State Bank 
has consistently maintained the 
policy of meeting the loan re 
quirements of customers whose 
reputation, financial standing and 
outlook entitle them to credit 
consideration. We have not 
hesitated, when prompted by 
sound banking judgment, to avail 
ourselves of every resource in 
order properly to care for our 
customers. 

This bank recognizes in the 
inauguration of the Reconstruc’ 
tion Finance Corporation a most 
important facility which still 
further strengthens the ability of 
banks to meet the requirements 
of business. 
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We continue to invite indus- 
try and business in the Detroit 
area to confer with us regarding 
their financial problems. 


THE Yorkville branch of 
the National City Bank of 
New York is distributing a 
booklet called -“Yorkville’s 
Historic Background,” which 
includes a description of 
that district just after the 
Revolutionary War, when 
the Brevoorts, Beekmans, 
and other well known New 
York families had suburban 
homes there. 


ConsTANcy is the first req- 
uisite of advertising, ac- 
cording to H. G. Dunte- 
mann, of the First National 
Bank of Chicago, who spoke 
at the recent convention of 
the American Institute of 
Banking in Los Angeles. 


“Scintillating 
flashes across the sky, bril- 
liant in concept and copy,” 


advertising 


he said. “For the moment 
a new sun has arisen. Out- 
standing for a day, it sinks 
beyond the horizon into the 
oblivion of forgotten things. 
The advertising mortuaries 
are filled with corpses that 
were once vital, living, suc- 
cessful campaigns; but stop- 
ping, lost momentum, lost 
vantage ground, lost faith, 
lost everything. There is 
always ready a grave for 
those who start and _ stop. 
The very ABC’s of adver- 
tising teach that the only 
stopping point on the road 
to success is before the start. 
There is no destination. 


“If I could make one 
outstanding contribution to 


advertising, it would be the 
acceptance of constancy as 
the first prime attribute of 
success.” 


THE Cleveland Trust Com- 
pany has published a new 
folder entitled “Money and 
Your Future,” which intro- 
duces the Cleveland Trust 
Fortune Founder Plan. The 
folder is illustrated with 
four reproductions of stat- 
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uettes of the financial ages 
of man. 

The booklet is the subject 
of a recent advertisement 
of the bank. Below a draw- 
ing of the booklet are the 
words “A New Booklet to 
Help You Manage Your 
Dollars. Ask for Your 
Copy.” 

This is typical of the 
short- copy advertisements 
which this trust company 





Who may borrow? 





if called upon. 
How is the loan repaid? 


During the past year 3,800 Atlantans relieved their financial problems 
by effecting a Personal Loan at the First National Bank. You, too, may 
find the answer to your financial problem in a Personal Loan. 


Any honest ‘man or woman living and working in Atlanta. 
What security must a borrower have? 


Good character, steady employment, and the endorsement of 
two responsible persons who become co-makers. 


Who is acceptable as a co-maker? 
A responsible person who can and will repay the total amount 


of 
UNPAID 
BILLS 


Does the spectre of 
unpaid bills haunt you day and 


night? Is your job jeopardized through inability to meet past due obli- 
gations? Would a sound loan of $50 to $1,000 relieve you of worry, 
appease your creditors, and safeguard your credit standing? 





By twelve regular monthly deposits in a special savings account. 


Any officer of The First National Bank will be glad 
to further discuss the Personal Loan Plan with you. 





PERSONAL LOAN DEPARTMENT 


Cre FIRST 


NATIONAL BANK of Atlanta 


CONVENIENT BRANCHES THROUGHOUT GREATER ATLANTA 





Banks with personal loan departments should study this 


advertisement. 


It is an excellent example of how that 


department may be advertised. 
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has been using recently with 
good effect. 


THE Williamsburgh Savings 
Bank, of Brooklyn, N. Y., 
has produced an excellent 
series of bill-board advertise- 
ments, two of which are 
reproduced on page 87. 
The first and second, which 
are shown here, represent 
spring and summer, respec- 
tively. The third and fourth 
portray autumn and winter. 
Autumn is depicted by a 


Mo 
a For Sale 
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couple seeing their son off 
to college and winter by 
an older couple setting forth 
on a Mediterranean cruise. 
In each of them the words 
are limited to two, “They 
Saved,” and the name of 
the bank. 

The coloring of the 
posters makes them much 
more attention-getting than 
they appear in black-and- 
white reproduction. 

This savings bank is doing 
other interesting advertising. 


When called upon to invest for 
clients, we are free to choose 


securities from the whole invest- 
ment field. Only with this. free- 
dom, we believe, can we choose 
the securities that best suit the 
needs of each individual client. 


That is the reason Central 
| Hanover has “No Securities For 
 Sale”—a policy maintained for 

more than a quarter of a century. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 


NEW YORK 


This large New York City bank presents an advertise- 
ment based on its outstanding theme, “No Securities 


for Sale.” 


Note the good typography. 


33% by 2'% inches. 


A folder being distributed 
to advertise the safe deposit 
department is cut out in 
the shape of a vault door 
and each of its three folds 
portrays some part of a 
vault. The front is printed 
in steel gray to depict a 
vault door, another fold 
shows the vault door open, 
and a view of the safe 
deposit department, and the 
third fold shows a number 
of safe deposit boxes. The 
three inside pages: (1) text 
explaining the safe deposit 
service of the Williams 
burgh Savings Bank, (2) 
sizes and prices of boxes, 
and (3) a list of articles 
that should be kept in a 
safe deposit box. 

Another piece of safe 
deposit advertising is a tiny 
four-page folder, page size 
On the 
first page is the title “The 
Papers” and the words, 
“The Shortest of Short 
Stories.” Chapter one (page 
2) shows a couple driving 
off in an automobile and 
the words, “They went 
out.” Chapter two (page 
3) shows a man rummaging 
through the drawers of a 
desk and the words, “He 
came in! and their valu 
able documents were gone.” 
On the last page are the 
words, “Safe Deposit Boxes 
to Rent—$3 per year and 
up” and the name and ad 


dress of the bank. 
On the day on which the 


new tax on checks went 
into effect, depositors in the 
three banks in Greenwich, 
Conn., received a_ notice 
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signed by the three institu- 
tions explaining the new law 
and how it would be put 
into effect by those institu- 
tions. 

The Louisville, Ky., Clear- 
ing House Association used 
a newspaper advertisement, 
published on June 17, to 
explain the new tax and 
how it would be adminis- 
tered 


THE Guaranty Trust Com- 
pany of New York, working 
on the theory of “business 
as usual,” has recently pub- 
lished advertisements in New 
York City newspapers tell- 
ing of its services for 
travelers and persons who 
are planning vacations. One 
of the advertisements, with 
the heading “Are You Go- 
ing Abroad?” lists its letter 
of credit and offices abroad 
for the traveler’s con- 
venience abroad and _ its 
custody accounts and ser- 
vices as executor and trustee 
to take care of the reader’s 
affairs at home while he is 
absent. Each of. the four 
services is described briefly. 

Another advertisement, 
readed “Summer Banking 
Service,” lists the above- 
mentioned services and the 
safe deposit and other stor- 
age facilities of the bank 
as well. 


In observing its fortieth an- 
niversary, the Oak Park 
Trust & Savings Bank, Oak 
Park, Ill., distributed an at- 
tractive booklet containing 
a brief history of the bank 
and community, a descrip- 
tion of the bank’s services, 


more substantial than rock 


HE concrete walls, roof and floor of 
our Safe Deposit Vault are protected 
pam mg with Steelcrete Armor Mat. 


This matrix formation, which 
consists of an entanglement of 
expanded steel, offers a new 
safety against any known form 
of attack. 

It is a part of wisdom topro- 
tect your valuables by placing 
them in our Safe Deposit 
Vault, where they are readily 
available for you. Safe De- 
posit Box Rental Is Low. 


NATIONAL BANK 


OF 


TOPEKA 


Copy that explains why the statement made in the head- 
ing is true is presented in this safe deposit advertisement 
of a Topeka, Kans., bank. 


recent statement of condi- 
tion, and a list of officers 
and directors. Several views 
of the bank building are 
used to illustrate the booklet. 

A recent statement of 
condition of the same in- 
stitution is an_ excellent 
illustration of how color 
may be used to liven up 


even the simplest piece of 
printing. The statement 
was printed in folder form, 
on double-coated paper, tur- 
quoise blue on the outside 
and a warm tan inside. The 
printing on the outside 
pages, where the blue was 
used, was in black; that on 
the tan inside was in brown. 
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HIRE BUSINESS EXPERIENCE HERE 


i business experience you have 
is probably your most valuable 
possession. What you have learned of 
business and finance is a big factor in 
determining the size of your estate. 
When you pass on, should the proceeds 
of your life insurance policies be man- 
aged by your widow who has not had 
your day-to-day contacts 
with business problems? 

To get that experience 
she may have to pay for 
it out of principal unless 
she hires business help 


and investment assistance. 


ST SAFETY 


Make it easy for her to carry on the 
fine work you started to provide for 
your family. An insurance trust nam- 
ing this bank as trustee removes busi- 
ness cares from a widow's shoulders, 
conserves insurance money and pro- 
vides for your loved ones a regular 
monthly or quarterly income. 

Insurance trusts are 
flexible to fit the needs 
of everyone. A conference 
with you and your attor- 
ney will show you how 
your estate and family 


can best be protected. 


Cleveland Trust 


Member Cleveland Clearing House Association + 


Member Federal Reserve System 


LIPS YOU EVERY STEP ON FE WAY FO FEINANCEAL INDEPENDENCE 


This advertisement tactfully suggests woman’s inexperience 
in business without making the customary mistake of accus- 
ing her of stupidity. Illustration and heading are also good. 


NEWS FROM THE F. A.A. 


AT a_ meeting held last 
month, the Financial Adver- 
tisers of New York City 
voted to invite the Financial 
Advertisers Association to 
hold its 1933 convention in 


New York City. 


A PANORAMIC history of 
bank advertising since the 
inception of the Financial 
Advertisers Association will 
be a new feature of the 


advertising exhibit to be 
held as a part of the asso- 
ciation’s convention in Chi- 
cago September 12-15. Ad- 
vertising of banks in the 
United States and Canada 
from 1915 to 1932 will be 
displayed to show the de- 
velopment of bank advertis- 
ing both as to quality and to 
quantity. 

Following the convention 
the exhibit will be moved 


to the central office of 
the association in Chicago, 
where it will serve as a 
nucleus for a permanent ex- 
hibit showing the evolution 
of financial advertising. 


“ADVERTISING for Banks” 
is the title chosen for the 
new text book on financial 
advertising, written by Don 
Knowlton, publicity manager 
of the Union Trust Com- 
pany of Cleveland, which is 
to be published this fall by 
the Financial Advertisers 
Association. | Members of 
the association were asked 
to compete for a $50 prize, 
which was offered for the 
best title, and the one men- 
tioned above was chosen 
from 4537 entries. It was 
submitted by two members 
of the ascociation, Frank 
James Reynolds of New 
York, president of Albert 
Frank & Company, adver: 
tising agency, and W. F. 
Guilford, of the trust de- 
partment, California Na- 
tional Bank, Sacramento. 

The new book will con’ 
sist of twenty-five chapters, 
on such subjects as The 
Banker as an Advertising 
Man, the Advertising Man 
as a Banker, What Does a 
Bank Have to Sell? Three 
Jobs in One, Selection of 
Advertising Media, Building 
the Advertising Appropria- 
tion, Layout in Financial 
Advertising, Copy in News 
papers and Magazines, Bank- 
ing Journal Advertising, and 
Special Campaigns and Con- 
tinuity. 





“FIRST 


NATIONAL BANK of 
BOSTON 


1784 . 1932 


A CONDENSED STATEMENT of CONDITION 
(Covering all Offices and Foreign Branches 


as of June 30, 1932 


RESOURCES 

Cash and Due from Banks $153,508,069.54 
United States Government Securities 73,783,376.94 
State and Municipal Securities.... 15,576,909.80 
Acceptances of Other Banks....... 17,985,410.63 
Collateral Demand Loans to Banks 

and Brokers $285,394,346.81 
Loans, Discounts and Investments 318,072,187.21 
Banking Houses 14,756,192.14 
Customers’ Liability Account of Acceptances 8,534,013.84 
Accrued Interest Receivable and Other Assets.... 4,184,379.39 


Total $630,941,119.39 


LIABILITIES 
Capital $44,500,000.00 
Surplus and Profits 28,615,017.06 $73,115,017.06 


Reserves, including Interest, Taxes, Dividend, 
Unearned Discount, and Contingencies 12,044,837 .67 


Acceptances Executed for Customers 10,731,133.75 
Endorser on Acceptances and Foreign Bills Sold.. 841,954.56 
Items in Transit with Foreign Branches 4,615,954.18 
Deposits 529,592,222.17 


Total $630,941,119.39 


The figures of Old Colony Trust Company and The First National Old 
Colony Corporation, both of which are beneficially owned by the stock- 
holders of The First National Bank of Boston, are not included in the above 
statement. 





Review of the Month 


A Survey of Current Banking and Business Develc ments 


UCH progress has been made 
M during the last month in the 

long process of creating a solid 
financial foundation on which business 
improvement can be based,” says the 
Cleveland Trust Company Business 
Bulletin, edited by Colonel Leonard P. 
Ayres, vice-president of the trust com- 
pany, in its June 15 issue. “Most of 
the time during the last year and a 
half bank deposits have been falling. 
Now these movements have been re- 
versed, and bank deposits are increas- 
ing, and their loans and investments 
are moving up. It is clear that the 
liquidation of bank security holdings 
has been halted, and loans to business 
are being expanded.” 

The Guaranty Survey, publication of 
the Guaranty Trust Company of New 
York, likewise expresses a faint note of 
optimism in its May 31 issue. It says: 


Although no definite reversal of the 
downward trend of business activity and 
prices has yet occurred, it may be significant 
that the decline in industrial operations anc 
trade volumes from month to month has 
became slow and irregular, in contrast to 
the swift and uninterrupted recession that 
continued throughout the greater part of 
last year. Bank failures have been reduced 
to comparatively low figures, with the Re- 
construction Finance Corporation affording 
much-needed relief. And the Federal Re- 
serve banks, with their statistical position 
strengthened by the provisions of the Glass- 
Steagall Act, have injected funds into the 
money market by increasing their holdings 
of Government securities. 

Thus far, the more liberal credit policy 
of the Federal Reserve banks has not 
resulted in any marked expansion of bank 
credit as a whole; and it is recognized that 
conditions in the money market cannot alone 
bring business recovery. The additional 
funds made available by the open-market 
operations of the Reserve banks have been 
used by member banks partly to reduce 
their indebtedness to the Reserve institutions 
and partly to strengthen their reserve posi- 
tion. This has been done either by allow- 
ing their reserve balances with the Federal 
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Reserve banks to accumulate or by increas: 
ing their “secondary reserves” of bonds. 

It is hoped that the committee of twelve 
industrialists and bankers formed in New 
York City on May 19, with similar com- 
mittees to be formed in other Federal Re- 
serve districts, will be able to devise some 
means of promoting credit expansion along 
sound lines. The purpose of the committee 
was officially stated to be that “of con- 
sidering methods of making the large funds 
now being released by the Federal Reserve 
banks useful affirmatively in developing 
business.” Arrangements have been made 
for a group of leading banl:s to place funds 
at the disposal of the savings and loan 
associations of the state for the refinancing 
of maturing mortgages on homes by sub- 
scribing to bonds of the Savings and Loan 
Bank of the State of New York. Aside 
from this plan, the methods to be used by 
the committee in pursuing its aims have 
not yet been announced. 

Business and markets generally seem to 
be in a more or less negative state, await- 
ing some positive influence to start action. 
Some such influences might be the adjourn- 
ment of Congress and the removal of legis- 
lative threats, a further reduction in prices 
of finished goods as a stimulus to buying, 
real reduction in governmental expenses, 
lowered tariff barriers, solution of foreign 
debt problems, a continued easy-money 
policy by the Federal Reserve banks, sound 
co-operation by banks generally in such a 
lending policy, defeat of Treasury raids, and 
sound, constructive unemployment _ relief 
plans. It seems inevitable that some 
degree of liquidation will continue and 
recovery be retarded until investing con- 
fidence is restored by such active measures. 


IN PHILADELPHIA 


In the Philadelphia Federal Reserve 
district general business activity has 
declined since the middle of May, 
according to the Reserve bank’s report 
of June 1. The report says: 


In April, retail trade showed a rather 
exceptional gain over the previous month, 
while sales at wholesale declined; the 
dollar volume of both was nearly one- 
quarter less than a year ago, a fact which 
coincides with a drop in prices of large 
proportions. Output of manufacturers con- 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 
ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


tinued downward, reaching in April a new 
low level. Coal mining increased although, 
for the year to date, total volume was con- 
siderably smaller than last year. Awards 
of contracts for non-residential buildings 
were larger, while those for dwellings were 
smaller in April than March. Farming has 
progressed at about the usual rate. 

Industrial employment in April was re- 
duced further, except for building and some 
occupations, largely service in character. 
Wage earnings declined in all industrial 
occupations, except building, anthracite, 
quarrying, laundries, and dyeing and clean- 
ing establishments. 

During the last month member bank 
loans to customers have declined further. 
Currency demand changed little, but the 
banks gained funds from other districts, 
probably owing in part to investment sales, 
and they reduced their borrowings from 
the reserve bank. Rates on prime com- 
mercial loans at large city banks continue 
practically unchanged. 


STEEL 


The situation in the steel industry 
is reported by the Monthly Business 
Review of the Federal Reserve Bank 
of Cleveland in its June 1 issue. It 
says: 


Steel production staged a very moderate 
rally in the first three weeks of May, rising 
from the slump of the preceding month and 
regaining the rate of activity of early 
March. For the country as a whole, steel- 
making operations advanced from 22 per 
cent. on April 15 to 254 per cent. in the 
third week of May. Meanwhile, Pittsburgh 
mills were holding at about 21 per cent., 
but Youngstown producers increased from 
20 per cent. to 26 and Cleveland from 20 
to 38 per cent. 

This advance resulted chiefly from the 
limited improvement in the automobile in- 
dustry, which has been confined almost 
entirely to cars in the lower-priced class. 


New York City 


Schedules of most manufacturers in the 
medium and high-priced lines were somewhat 
smaller than a month ago, but the low- 
priced cars were being produced at the 
highest rate since September, 1931. 

A more stable price situation has been 
apparent recently, except for pig iron, but 
the steel price structure was approaching 
a test period with wages and salaries gen- 
erally reduced 15 per cent. beginning 
May 16. An advance of $2 per ton in 
sheet bars for the third quarter was expected 
to discourage sheet mills from making con- 
cessions. 

During the month bessemer iron at Pitts- 
burgh and malleable iron at Youngstown 
declined 50 cents a ton. Scrap prices grew 
progressively weaker at Pittsburgh, Youngs- 
town and Cleveland. Reflecting this softer 
price situation in raw materials, Steel’s iron 
and steel composite receded from $29.74 
in mid-April to $29.58 by May 21. 

Daily production of both pig iron and 
steel ingots in April declined to the lowest 
point since July, 1921. Normally in April 
production is at or near peak levels, but 
so far in 1932 output has been very dis- 
appointing. In most past years there has 


‘ been a seasonal decline in May, but up 


to the present time in this abnormal year 
the trend of iron and steel production has 
been contrary to seasonal movements and 
operating figures covering the first three 
weeks of May indicate a slight increase for 
that month. 

For pig iron, the April daily rate was 
28,524 gross tons, compared with 31,194 
tons in March and 66,986 tons in April, 
1931. For ingots, the April daily rate of 
47,685 tons contrasted with 52,253 tons in 
March and 104,711 tons last April. In 
both pig iron and ingots, the gains over 
previous low marks of this depression were 
surrendered. In the first four months of 
1932 total output of steel ingots was 
5,571,478 tons, against 10,677,124 tons 
in the same period of 1931. For pig iron 
the four-month total was 3,754,736 tons; a 
year ago it was 7,465,023 tons. On April 
30, active blast furnaces numbered 59, a 
net loss of one from March 31. 
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Investment Problems Do Not Solve Themselves 


Are you faced with investment problems? Competent 
can materially aid investors in solving their difficulties 

The National Statistical Service, Inc., through one of its subsidiaries, has been 
rendering investment security appraisement and counsel for fifty-two years. We 


investment counsel 


are pioneers in the investment counsel profession. 


We have no 
of our clients. 

Our booklet 
Correspondence invited. 


securities for sale and our 


interests are identical with those 


“Investing for Safety of Principal and Income” sent on request. 


National Statistical Service. Ine. 


Investment Counselors 


99 Wall Street * 


AGRICULTURE 


From the June 1 Monthly Review 
of the Federal Reserve Bank of Kansas 
City comes the following resume of 
agricultural conditions: 


Agriculture and business in general find 
no encouragement in present prices, but 
production and distributive costs are being 
adjusted to prevailing conditions wherever 
possible, and indications now are that 
burdensome inventories and surplus of manu- 
factured goods and farm commodities are 
becoming adjusted, voluntarily or involun- 
tarily, to nearby demands. 

With butterfat and eggs bringing the 
lowest prices in over thirty years, fat hogs 
selling the lowest since 1897, finished cattle 
the lowest since 1911, and grain prices 
sagging somewhat during the month, the 
United States Department of Agriculture 
index of farm prices declined to 59 per 
cent. of the 1909-14 average in April, a 
new low for the present movement. Butter 
registered an additional decline of 3 cents 
per pound the first three weeks of May 
and hogs, at a low top of $3.05 per hun- 
dredweight on May 23, were the lowest 
since 1896. 

By the third week in May the planting 
of corn, cotton, vegetables, and other field 
crops was well advanced, although delayed 
somewhat in April by cool weather. Alfalfa 
cutting was under way throughout most 
of the district and the movement of the 
Ozark strawberry crop was nearly completed, 
with berries from the northern part of the 
district beginning to ripen. Winter wheat 
prospects for this district were reduced 8.9 
per cent. in April, with additional injury 
in May indicated from reports. 

In general the agricultural program, with 
the exception of winter wheat, indicates a 
seeded acreage in keeping with preceding 
years, but production costs are being reduced 
wherever possible, with family labor being 
more extensively employed and the hiring 
of help reduced to a minimum. 
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- New York City 


In the Northwest, somewhat favor- 
able reports are given by the Northwest 
Bancorporation Review, of Minneapolis. 
In its June 20 issue it says: 


Bright spot in the northwestern situation 
is the decisive conclusion of the drouth 
which brought devastation to certain crop 
and livestock districts last year, and which 
in some sections was a climax of two or 
three seasons of moisture deficiency. In 
spite of the price outlook—which may im- 
prove, of course, if demand for products 
revives—reports from such regions denote 
vigorous new hope. Subsoil and_ surface 
moisture conditions, as a rule, are good. 

Abandonment of winter wheat acreage 
reached excessive proportions only in Ne- 
braska, chief winter wheat state of this 
district, but it was also extensive in 
Montana, fourth largest northwestern state 
in production of this crop. Official May 
report for Nebraska states that 40 per cent. 
of wheat acreage sown last fall (total acre- 
age, 3,402,000) has been abandaned, and 
later unofficial reports tend to corroborate 
or even increase the amount; this year's 
crop is expected to be the smallest for 
many years. 

Aside from winter killing, the agricultural 
situation in the Northwest, as a rule, is 
satisfactory. The majority of reports are 
enthusiastic; pastures growing luxuriantly, 
range grass developing rapidly and provid- 
ing feed for livestock, early seeded grain 
coming up to sturdy stands, fruit trees in 
heavy bloom, moisture conditions generally 
excellent. Encouraging reports are being 
received concerning crop and range out- 
look in areas of greatest former damage. 


IN CALIFORNIA 


In California, reports show a “mod- 
erate increase” in industrial activity in 
the San Francisco district, and “‘declin- 
ing tendencies” in Southern California. 
The Monthly Summary of the Security- 
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First National Bank of Los Angeles 
describes the situation in Southern Calli- 
fornia as follows: 


Although some favorable developments 
were observed, declining tendencies were 
apparent during May in a majority of the 
leading lines of business carried on in 
Southern California. 

Sales of electric energy for industrial pur- 
poses in the metropolitan area of Los An- 
geles increased moderately in April (the 
latest month for which figures are obtain- 
able), over the preceding month. When 
compared with the figures of a year ago, 
the current data show a decline in the 
consumption of this kind of power of 
approximately 15 per cent. After making 
allowances for seasonal factors and technical 
developments, the statistics of electric energy 
utilized by manufacturing plants are be- 
lieved to constitute a fairly accurate index 
of general industrial activity. During the 
second half of May the average daily produc- 
tion of crude oil in California was reduced 
considerably from the level maintained in 
the previous two weeks as a result of 
restrictive measures put into effect in 
connection with the voluntary curtailment 
program. Activity in local motion picture 
studios, as measured by the number of 
extras cast, increased steadily from month 
to month from January to April, inclusive, 
of this year. During these four months 
the total number of extras cast was 62,026 
in contrast with 54,111 in the correspond- 
ing period of 1931. 

The total of debits to individual accounts 
in eight of the principal cities of this 
region, including Los Angeles, was 11.93 


per cent. less during the four weeks ended 
May 25 than in the preceding period of 
similar length. Preliminary figures compiled 
by R. G. Dun & Co. from reports received 
by that organization indicate that the num- 
ber and listed liabilities of concerns failing 
in the southern part of the state were some- 
what larger in May than in April. When 
measured by building permits issued in the 
city, construction activity was of smaller 
proportions during the last month than in 
April. Those industries dependent primarily 
upon structural undertakings, in turn, ex- 
perienced comparatively light demand for 
their products. With the exception of grain 
milling concerns, which increased their rate 
of operations somewhat during the month, 
the majority of local industries reported 
declines or gains of less than seasonal extent. 

The sales volume of Los Angeles depart- 
ment stores in May compared less favorably 
with that of a year ago than was the case 
in specialty lines, although in this latter 
classification the showing was not partic: 
ularly impressive. While the trade of 
wholesale grocers increased slightly, moderate 
declines, after making allowance for seasonal 
factors, were indicated in most other job- 
bing lines. 

Prices of oranges and lemons strengthened 
in May, reaching at the end of the month 
levels above those of a year ago. The 
cool and foggy weather which prevailed 
during considerable parts of May improved 
soil moisture conditions in a number of 
areas and was generally favorable to grow- 
ing vegetables. Harvesting operations and 
cultivation carried on during the month in- 
creased employment substantially in agricul- 
tural areas. 





Convention News 


NEW YORK STATE BANKERS 
MEET 


ApprEssEs by Samuel Seabury, counsel to 
the Hofstadter Committee of the Legislature 
which is investigating the government of New 
York City; Joseph A. Broderick, superin- 
tendent of banking; David B. Hutton, manag: 
ing director of the Savings and Loan Bank 
of New York; J. H. Hustis, vice-president of 
the New York Central Railroad; H. J. Haas, 
president of the American Bankers Associa- 
tion; Henry I. Harriman, president of the 
Chamber of Commerce of the United States; 
and Dr. Benjamin M. Anderson, Jr., econo- 
mist of the Chase National Bank of New 
York, were heard by members of the New 
York State Bankers Association who attended 
the annual convention at Westchester Coun- 
try Club, Rye, N. Y., last month. 

J. Stewart Baker, vice-chairman of the 
Bank of Manhattan Trust Company, New 
York, in his address as president of the asso- 
ciation, urged members of the association to 
crystallize public opinion in their respective 
communities toward the curtailment of public 
expenditures. 

H. H. Griswold, president of the First 
National Bank of Elmira, was elected presi- 
dent of the association to succeed Mr. Baker. 
George E. McLaughlin, president of the 
Brooklyn Trust Company, was named vice- 
president, and George E. Merrill, president 
of the Erie County Trust Company, East 
Aurora, was elected treasurer. 


HALL ELECTED HEAD OF A. I. B. 


FRANK N. HALL, comptroller of the Federal 
Reserve Bank of St. Louis, was elected presi- 
dent of the American Institute of Banking 
for the coming year at the annual convention, 
held last month in Los Angeles. He succeeds 
Henry J. Mergler, assistant treasurer of the 
Fifth Third Union Trust Company of Cin- 
cinnati. 

Speakers at the convention included Gov- 
ernor James Rolph, Jr., of California, Dr. 
R. B. von KleinSmid, president of the Uni- 
versity of Southern California, and prominent 
bankers from all over the country. In addi- 
tion to the general sessions, there was a 
series of eight departmental conferences deal- 
ing with practical operating details of banking. 


CONNECTICUT BANKERS ELECT 
OFFICERS 


Rosert D. Gopparpb, vice-president of the 
Bridgeport City Trust Company, of Bridge- 
port, was elected president of the Connecticut 
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Bankers Association at the annual meeting 
last month at Eastern Point. Warren M. 
Crawford, cashier of the First National Bank 
and Trust Company of South Norwalk, was 
elected vice-president; Charles E. Hoyt, secre- 
tary and treasurer of the South Norwalk 
Trust Company, was named secretary; and 
John, H. Brooks, treasurer of Brooks Bank @ 
Trust Company, Torrington, was chosen 
treasurer. Mr. Hoyt begins his twenty-eighth 
consecutive term as secretary. 


ILLINOIS BANKERS FOR UNIT 
BANKING 


THE Illinois Bankers Association, always op- 
posed to branch banking, again voiced its 
opposition to group banking in any form in 
a discussion of the Glass bill at the recent 
convention of the association, held last month 
in Springfield. The opposition was almost 
unanimous. Guaranty of deposits and the 
revision of the state’s banking legislation as 
suggested by a special committee of the asso- 
ciation, were also discussed at the meeting. 

Paul E. Zimmermann, of the Oak Park 
Trust and Savings Bank, Oak Park, was 
elected president of the association for the 
coming year; J. M. Mitchell, vice-president 
and cashier of the First National Bank in 
Carbondale, was named vice-president; and 
T. S. Robinson, assistant cashier of the Con- 
tinental Illinois Bank and Trust Company, of 
Chicago, was elected treasurer. 


FLORIDA BANKERS MEET 


Jupce S. D. Crark, president of the Farmers 
& Merchants Bank of Monticello, was elected 
president of the Florida Bankers Association 
at its annual meeting in Jacksonville last 
month. W. A. Redding, vice-president Flor- 
ida National Bank of Jacksonville, was elected 
vice-president, and W. O. Boozer, vice-presi- 
dent Atlantic National Bank, Jacksonville, 
was re-elected secretary-treasurer. 


BAKER HEADS OHIO BANKERS 


RoBert Q. BAKER, executive vice-president 
Coshocton National Bank, Coshocton, will 
serve the Ohio Bankers Association as presi- 
dent for the coming year, according to re- 
sults of the election at the annual meeting of 
the association in Akron last month. Mr. 
Baker is also vice-president of the Ohio State 
Bank at Frazeyburg. 

Other officers elected are: Vice-president, 
C. Clark Will, vice-president Third National 
Bank of Circleville; and treasurer, Bert S. 
Wellman, vice-president Huntington National 
Bank, Columbus. 
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MASSACHUSETTS BANKERS 
ELECT OFFICERS 


At the annual meeting of the Massachusetts 
Bankers Association, held last month at East- 
ern Point, Wilmot R. Evans, president of 
the Boston Five Cents Savings Bank, was 
named president of the association for the 
coming year. Irving W. Cook, president of 
the First National Bank of New Bedford, 
was elected vice-president, and J. H. Gifford, 
president of the Merchants National Bank of 
Salem, treasurer. 

An executive council was named, consist- 
ing of W. F. Augustine, vice-president of the 
National Shawmut Bank of Boston; John W. 
Snead, president First National Bank and 
Trust Company of Greenfield; and John S. 
Brayton, president B. M. C. Durfee Trust 
Company of Fall River. 


WASHINGTON BANKERS IN 
ANNUAL MEETING 


Hotpinc their annual meeting at Pullman 
last month, members of the Washington 
Bankers Association elected J. W. Bradley, 
vice-president of the Old National Bank and 
Union Trust Company of Spokane, as presi- 
dent for the coming year. 
president of the National Bank of Commerce 
of Seattle, was named vice-president; S. A. 
Kimbrough, vice-president Spokane and East- 
ern Trust Company, was named treasurer; 
and J. W. Brislawn of Seattle was re-elected 
secretary. 


HEADS UTAH BANKERS 


James E. Hatverson, president of the State 
Security Bank of Brigham City, was elected 
president of the Utah Bankers Association at 
its annual convention last month in Salt Lake 


City. Other officers elected are: First vice- 
president, H. E. Hemingway, president of 
the Commercial Security Bank of Ogden; 
second vice-president, A. W. McKinnon, 
president Carbon Emert Bank of Price; secre- 
tary-treasurer, H. B. Crandall, vice-president 
First State Bank of Salina. 


LOUISIANA’S ANNUAL 
CONVENTION 


AT the close of the annual convention of the 
Louisiana Bankers Association, held in Baton 
Rouge in June, the following officers were 
elected for the coming year: President, J. A. 
Spokenhier, president First State Bank and 
Trust Company of Bogalusa; vice-president, 
James C. Bolton, vice-president Rapides Bank 
and Trust Company, Alexandria; secretary, 
G. R. Broussard, vice-president Bank of 
Abbeville and Trust Company, Abbeville; 
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and treasurer, E. E. Soulier, vice-president 
First National Bank of Lafayette. 


MINNESOTA BANKERS ELECT 
M. F. ERNST 


M. F. Ernst, of the Midway National Bank, 
St. Paul, was elected president of the Min- 
nesota Bankers Association at the annual 
convention in. St. Paul last month. William 
Duncan, Jr., of the First National Bank of 
Mankato, was named vice-president; Dan J. 
Fouquette, of the St. Cloud State Bank, St. 
Cloud, was elected treasurer; and George 
Susens of Minneapolis, secretary. 


ANNUAL MEETING OF OREGON 
BANKERS 


New officers of the Oregon Bankers Associa- 
tion, elected at the annual convention held 
in Eugene last month are: President, F. E. 
Callister, vice-president First National Bank 
of Albany; vice-president, C. C. Colt, vice- 
president First National Bank of Portland; 
treasurer, A. C. Hoaglum, assistant cashier 


First National Bank of Eugene; and secretary, 
T. P. Cramer, Jr. 


BANK WOMEN MEET 


MeEmBERS of the Lake Division of the Asso- 
ciation of Bank Women held a two-day con- 
ference in Milwaukee last month with Miss 
Grace Stoermer, president of the national 
association, present. . Francis W. Dickey, 
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economist of the Wisconsin Bankshares Cor- 
poration, spoke on “The Psychology of the 
Times” and there was a breakfast round-table 
discussion on “What Are We Doing to Meet 
Present Conditions?” 


M. E. HoLpERNESS 
Vice-president First National Bank in 
St. Louis, who has been elected presi- 
dent of the Missouri Bankers Associa- 

tion for the coming year. 


COLORADO BANKERS MEET 


Mempers of the Colorado Bankers Associa- 
tion met last month at Troutdale-in-the- Pines 
for their annual convention. At the close 
of the meeting, W. F. Rogers, vice-president 
First National Bank of Denver, was elected 
president of the association; W. K. Dudley, 


president of the Pueblo Savings & Trust Com 
pany, Pueblo, was elected vice-president; L. F 
Scarboro, publisher Mountain States Banker, 
was revelected secretary; and A. B. Barney, 
assistant cashier Colorado Springs National 
Bank, was named treasurer. 


COMING BANKERS’ CON- 
VENTIONS 


AMERICAN BANKERS ASSOCIATION, Los 
Angeles, October 3-6, 1932. Executive man’ 
ager, Fred N. Shepherd, 22 East 40th street, 
New York City. 


CALIFORNIA BANKERS ASSOCIATION, Pasa- 
dena, 1933. Secretary, Andrew Miller, 632 
Mills Building, San Francisco. 


FINANCIAL ADVERTISERS ASSOCIATION, Chi- 
cago, September 12-15. Executive secretary, 
Preston E. Reed, 231 South LaSalle Street, 
Chicago. 


INVESTMENT BANKERS ASSOCIATION, White 
Sulphur Springs, W. Va., October 22-26. 
Headquarters, Greenbrier Hotel. Executive 
vice-president, Alden H. Little, 33 South 
Clark Street, Chicago. 


Kansas BANKERS ASSOCIATION, Salina, 
1933. Executive vice-president, W. W. Bow- 
man, Topeka. 


MICHIGAN BANKERS ASSOCIATION, Macki- 
nac Island, July 11-13. Secretary, Kenneth 
M. Burns, 1713 Ford Building, Detroit. 


MissouRI BANKERS ASSOCIATION, May 16- 
17, 1933. Secretary, W. F. Keyser, Sedalia. 


MonTANna BANKERS AssociaTION, Glacier 
National Park, July 22-23. Secretary-trea- 
surer, R. E. Towle, Federal Reserve Bank, 
Helena. 


Morris PLAN BANKERS’ ASSOCIATION, 
Washington, D. C., October 6-8. 


OKLAHOMA BANKERS ASSOCIATION. Okla- 
homa City, May, 1933. Secretary, Eugene 
P. Gum, 907 Colcord Building, Oklahoma 
City. 

Paciric Coast Trust CONFERENCE, Los 
Angeles, September 29-October 1. Under the 
auspices of the Trust Division, American 
Bankers Association. 


ReservE City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe street, Chicago. 


Savincs BANKs ASSOCIATION OF MAINE, 
Lakewood. September 7-8. 

Savincs BANK ASSOCIATION OF MASssa- 
CHUSETTS, Swampscott, Mass., September 
15-17. Headquarters, New Ocean House. 

SaAvINGS BANKS ASSOCIATION. OF NEW 


York, Rye, September 21-23. Headquarters, 
Westchester Country Club. 
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Unitep STATES BUILDING ‘AND LOAN 
LeaGug. French Lick, Ind., September 1-3. 
Executive manager, Morton Bodfish, 59 East 
Van Buren Street, Chicago. 


WYOMING BANKERS ASSOCIATION, Rawlins. 
September 2-3. Secretary, Kathleen Snyder, 
Wyoming Trust Company, Casper. 


PAUL THOMPSON HEADS CORN 
EXCHANGE 


PauL THOoMpsOoN, who for many years has 
been a director of the Corn Exchange Na- 
tional Bank and Trust Company, Phila- 
delphia, has been named president to suc- 
ceed Charles S. Calwell, who died recently. 


PAUL THOMPSON 


New president of the Corn Exchange 
National Bank and Trust Company 
of Philadelphia. 


Mr. Thompson was graduated from the 
University of Pennsylvania in 1885 as a 
civil engineer. After his graduation he 
entered the employ of the Pennsylvania 
Railroad. In 1898 he joined the United 
States Gas Improvement Company with 
which he remained for thirty-one years, 
during which time he became a vice-presi- 
dent of that company and president of the 
Philadelphia Gas Works. In 1929 he re- 
tired from these activities and became active 
in the affairs of the Corn Exchange Bank. 
On May 10, shortly after Mr. Calwell’s 
death, he was appointed chairman of the 
board of the bank, a newly created post. 
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MANHATTAN PROMOTIONS 


Paut FEeLix WarsBurcG has been promoted 
from assistant vice-president to  vice-presi- 


PAUL FELIX WARBURG 


Vice-president Bank of Manhattan 
Trust Company, New York. 


dent of Bank of Manhattan Trust Company, 
New York, and John A. Mapes has been 


appointed assistant treasurer. 


IRVING TRUST PROMOTES 


NortTHrOP Ho.srook, assistant vice-president 
of Irving Trust Company of New York, 
has been promoted to vice-president. Other 
promotions are: Joseph L. White, to be 
assistant vice-president; Cecil W. Borton, 
to be auditor; Walter G. Vogel, assistant 
auditor, to be assistant secretary; Aubrey C. 
Lambeth, John E. Lancaster, Kurt C. Lauter, 
Joseph S. Moss, Jr., Warren G. Faries and 
Arthur N. Otis, to be assistant secretaries. 


PRESIDENT OF BANK 
AT $1 A YEAR 


E. E. SHUMAKER, former president of the 


RCA-Victor Company, has become presi- 
dent of the Merchantville National Bank 
and Trust Company, Merchantville, N. J., 
at a salary of $1 a year. The bank was 
organized after the closing of the First 
National Bank and the Merchantville Trust 
Company, of the same place. 
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A. W. LOASBY PRESIDENT OF 
SYRACUSE BANK 


ARTHUR W. Loassy, president of the 
Equitable Trust Company of New York 
before it was absorbed by the Chase Na- 
tional Bank, has been elected president of 
the First Trust and Deposit Company of 
Syracuse, N. Y. 


HEADS NEW YORK CHAPTER 
OF CREDIT EXECUTIVES 


E.tiott DEBEVOISE, vice-president of Manu- 
facturers Trust Company, New York, has 
been elected president of the New York 
Chapter of the Robert Morris Associates, 
an organization of bank credit executives. 


W. R. STRELOW, JR., HEADS 
COMMITTEE ON FOR- 
EIGN BANKING 


AT a meeting of the Committee on Foreign 
Banking, which is made up of representa- 
tives of the principal New York banks and 
banking houses, as well as out-of-town 
institutions, held June 9, William R. Stre- 
low, Jr., assistant manager of the foreign 
department of Guaranty Trust Company 
of New York, was elected chairman for 
the coming year. He succeeds Gorman P. 
Gensch, second vice-president of the Inter- 
national Acceptance Bank, Inc., New York. 


CORPORATE FIDUCIARIES 
ELECT OFFICERS 


J. A. McCartny, associate trust officer of 
the Mercantile‘Commerce Bank and Trust 
Company of St. Louis, has been elected 
president of the Corporate Fiduciaries As- 
sociation of that city. Other officers are: 
First vice-president, Alfred Fairbank, vice- 
president and trust officer Boatmen’s Na- 
tional Bank; second vice-president, C. A. 
Tolin, associate trust officer Mississippi 
Valley Trust Company; secretary, Theodore 
H. Wigge, assistant trust officer Security 
National Bank Savings and Trust Company; 
and treasurer, J. Bryan Gross, assistant secre- 
tary St. Louis Union Trust Company. 


LEE, HIGGINSON & CO. PLANS 
CHANGES 


Lez, Hiccinson & Co., for many years 
bankers for corporations in all parts of 
the world, will discontinue the issuance 
and distribution of securities, according to 
a recent announcement. The company 
purposes eventually to liquidate its assets. 
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The business of distribution of securities 
will be taken over by a corporation to be 
known as the Lee, Higginson Corporation, 
which will confine its activities to New 
York, Boston and Chicago, in which cities 
the firm now has its principal offices. Offices 
in sixteen other cities in the United States 
will be closed. In Paris, Higginson et Cie 
will similarly reduce its activities. In Lon- 
don, however, Higginson & Co., will con- 
tinue all of its business. 


INSTALMENT PLAN FOR 
MEDICAL BILLS 


THE Morris Plan Company of New York 
and the New York County Medical Society 
have outlined a new plan of financing 
medical bills, whereby patients may pay 
for their medical service on the instalment 
plan, with payments at stated intervals 
during a year. 

The plan will operate as follows: The 
patient will sign an agreement promising 
to pay his bill out of future income at 
definite intervals over the period of a year. 
The industrial bank, upon receipt of this 
agreement from the doctor, will pay the 
latter in cash for the full amount of the 
bill and arrange for the individual to pay 
the bank. No covsigners or collateral will 
be required. A 6 per cent. interest rate 
will be charged. 


MANUFACTURERS REPORTS ON 
LIQUIDATION OF BANKS 


ProGREss made in the liquidation of ten 
community banks undertaken last year by 
Manufacturers Trust Company of New 
York was made public recently by that 
bank. Through the trust company’s plan 
of liquidation $34,000,000 has been re- 
leased to the communities served by the 
closed banks. 

Depositors and creditors of five of the 
banks—Lebanon National Bank, Midtown 
Bank, Midwood Trust Company, Brooklyn 
National Bank and Bryant Park Bank 
have been satisfied in full; and the liquida- 
tion of the assets of two of these banks 
was such that Manufacturers Trust Com- 
pany has been fully repaid its original 
advance, and the unliquidated assets have 
been returned to their stockholders’ com- 
mittees. The committee of Bryant Park 
Bank has been able to pay a liquidating 
stock dividend. of $6 a share; and the com- 
mittee of Midtown Bank has unliquidated 
assets sufficient to justify a payment of 
$1.50 a share. 

Preferred deposits were paid in full, and 
a 50 per cent. payment has been made 
to creditors and general depositors of the 
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five others banks—International-Madison 
Bank and Trust Company, Times Square 
Trust Company, American Union Bank, 
Globe Bank and Trust Company and Bank 
of Europe Trust Company. 

The plan of liquidation was devised by 
Harvey D. Gibson, chairman of the board 
of directors and president of Manufacturers 
Trust Company. He believed that it was 
a means of securing financial stability, by 
keeping funds in circulation and by provid- 
ing adequate banking facilities for the de- 
positors and creditors involved in the closing 
of small banks. 


CINCINNATI BANK IN NEW 
MAIN OFFICE 


FoRMAL opening was held June 1 of the 
new main office of the Fifth Third Union 
Trust Company of Cincinnati. The new 
quarters of the bank are in the Union 
Trust Building, where alterations have been 
going on for more than a year. A seven 
teen-story addition has been erected and 
the banking quarters enlarged. The bank 
now occupies the first five floors of the build- 
ing and the basement, where the safe deposit 
department and vaults are located. 

The main entrance of the bank, on 
Walnut street, leads through the savings 
department, which occupies a large room, 
two stories in height. The travel and 
foreign departments are on the same floor. 
A large stairway leads to the main banking 
room, adjoining which are the executives’ 
suites and working quarters. On the third 
floor is located the Fifth Third Union Se- 
curities Company, on the fourth the trust 
department. The fifth is devoted to working 
quarters. 

Up-to-date equipment of all 
been installed to make for 
efficiency in all departments. 
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J. R. KRAUS NAMED CHAIRMAN 


J. R. Kraus, formerly vice-chairman of the 
board of the Union Trust -Company of 
Cleveland, has been named chairman to 
succeed J. R. Nutt. 

Mr. Kraus has spent his entire business 
life in banking. He started his career 
with the private banking and _ brokerage 
firm of Crumb and Baslington in Cleveland 
and was afterward successively connected 
with the Ohio National Bank, the State 
National Bank and the American Exchange 
National Bank, progressing from office boy 
to cashier. 

In 1900 Mr. Kraus organized the Bankers 
National Bank, becoming its cashier. Three 
years later he effected a consolidation of 
this bank and the Euclid Park National 
Bank, becoming vice-president. Later he 


formed a consolidation with the First Na- 
tional Bank, under the charter of the latter 
institution, again being vice-president. 
When the Citizens Savings & Trust Co., 
the Union Commerce National Bank, the 
First National Bank. the First Trust & 
Savings Company, the Broadway Savings & 
Trust Company and the Woodland Avenue 
Savings Bank were consolidated in 1920 
as the Union Trust Company, with a 
capital of $22,500,000 and surplus of $11,- 
250,000, Mr. Kraus was made vice-president 


J. R. Kraus 


Recently elected chairman of the 
board of the Union Trust Company 
of Cleveland. 


and executive manager. He became vice- 
chairman in 1930. 

During his banking career Mr. Kraus 
has been active in the American Bankers 
Association and other banking organizations. 
Two years ago he was elected president of 
the Reserve City Bankers Association of 
America. He is vice-president and a direc- 
tor of the Pittsburgh & West Virginia 
Railway Co., and a director in the Valley 
Mould & Iron Corp., Thompson Products, 
Inc., Fremont Foundry and General Tire & 
Rubber Co. 

Mr. Kraus has helped build the Union 
Trust Company into one of the leading 
banking institutions of the country. He 
has a broad acquaintance in financial and 
business circles and is regarded as one of 
the outstanding commercial bankers of the 


Middle West. 
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TRUST COMPANY SPONSORS 
MEETINGS WITH LIFE 
UNDERWRITERS 


Tue Fidelity Union Trust Company, of 
Newark, N. J., furthering its policy, of 
co-operating with the life insurance fra- 
ternity, has recently completed a series of 
seven meetings for life underwriters of 
Newark. The meetings were under the 
supervision of Leslie G. McDouall, associate 
trust officer, and chairman, Life Insurance 
Trust Committee, Trust Division, American 
Bankers Association; John M. Ellis, manager 
of new business; and W. Deane Pruden of 
the trust department, all of the Fidelity 
Union. 

Invitations were sent out to every general 
agency in Newark to have two of their 
men attend the meetings, which were held 
every week in the board room of the bank. 

The course was divided into six sections, 
with a final review session. A hypothetical 
case was taken and at each meeting a differ- 
ent officer of the trust department explained 
exactly how his particular division would 
handle the case. 
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The first talk was devoted to the solicita- 
tion of the hypothetical prospect. Next, 
counsel explained exactly how his will and 
life insurance trust would be drawn, and 
the helpful clauses that should be suggested. 
The following talks were devoted to the 
probate and administrative problems, taking 
into consideration the handling of securities, 
real estate, mortgages and all other matters 
relative to the final disposition. 

At the conclusion of each lecture there 
was a_ general round-table discussion in 
which the life underwriters were invited to 
participate, and the final discussion was 
in the nature of a forum conducted by 
Mr. McDouall. 





PROTECTION COMPANY 
WARNS BANKS — 


FoLLowING up the installation of its pro- 
tective equipment, the J. H. Wise Com- 
pany, Inc., protection engineers of St. Louis, 
has sent to its bank clients a letter explain- 
ing that vigilance by employees in opening 
and closing the banks is necessary for a 
complete guaranty against hold-ups. 

“We have noted,” savs the letter, “with 
regret that, for a time after the installation 
is completed every one connected with the 
institution is on his toes and anxious to 
follow the comon-sense instructions laid 
down by our company, but unfortunately, 
in some instances, this vigilance is not main- 
tained. 

“For protection, as installed by us, to 
be efficient, vigilance must never be relaxed. 
With this thought in mind, we again review 
the precautions that must be followed, not 
for a few days, but religiously, every minute, 
every day.” 

The letter then lists rules for opening 
and closing the bank, admitting persons 
behind the enclosure, etc. 
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THIs institution, which is in fact a combina- 
tion of the Bank of America National Trust 
& Savings Association of San Francisco and 
the Bank of America, a state bank with prin- 
cipal office at Los Angeles, makes the satis- 
factory announcement that since March 12, 
when an active business building campaign 
was started, deposits have increased by $51,- 
600,000, and on June 30 aggregated $710,- 
903,867.17. Earnings in the same period 
were more than $2,800,000. A. P. Gian- 
nini, chairman of the board, states that this 
record was made by following normal bank- 
ing practices, while caring for all legitimate 
credit requirements of the bank’s dealers. 

















BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


FINANCE AND Potitics. By Paul Einzig. 
London: Macmillan & Co., Ltd. (7s. 6d.) 


Tuis volume is a sequel to the same author's 
earlier book, Behind the Scenes of Interna- 
tional Finance, and its object is declared to be 
the same as that of its predecessor—"to plead 
at this eleventh hour for financial disarma- 
ment and for the elimination of the disturbing 
factor from the sphere of international 
finance.” 

What are the charges against France? Per- 
haps these two quotations will fairly sum- 
marize them: 

“While the Anglo-Saxon nations have been 
inspired since the Armistice by a genuine 
desire to restore prosperity in every country, 
whether ex-enemies or ex-allies, whether cus- 
tomers or rivals, France’s only thought has 
been to benefit to the utmost by the fruits 
of the victory over Germany.” 

And again: 

“We have seen that, notwithstanding the 
severe crisis which threatened to develop into 
a world disaster, France has pursued a purely 
selfish policy, and that, instead of co-operating 
in order to mitigate the evil consequences of 
the crisis and to discover a way of escape, her 
only aim has been to get as much political 
advantage out of the crisis as possible.” 

These are serious accusations for which the 
volume affords no supporting documentary 
evidence. The author does cite various ac 
tions of France tending to uphold his sweep: 
ing indictment. He contends that French 
financial assistance was almost invariably con- 
ditioned upon political or economic advantage 
which tended to place the borrowing coun- 
tries in a position of vassalage. 

Another accusation is that France has acted 
with the set purpose of destroying the finan- 
cial power of London and New York. 

Doubtless the French reply to the criticism 
of its lending policy would be that in making 
loans it was the right of France so to shape 
her financial policy that it would support her 
friends rather than those that were actual or 
potential enemies. The wisdom of this policy 
may be questioned, but at least one can 
understand it. 

As to the French war on London and New 
York, it may be agreed with the author that, 
so far as London is concerned, the war has 
been futile, for there is no fact more in evi- 
dence than that London is slowly and surely 
regaining its position as the world’s financial 
center. If New York has declined as a cen- 
ter of international finance, the reasons must 
be sought elsewhere than in the result of 
French financial machinations. Here are bet- 
ter reasons for this decline: We at first 
plunged recklessly into foreign lending, and 
withdrew to enter into security speculation, 
and we refused to adopt a tariff policy con- 
sistent with that of a large creditor nation. 


Mr. Einzig refers to a reported understand- 
ing between President Hoover and M. Laval, 
at the time of the latter's visit to this country, 
to the effect that the United States would 
refrain from taking further initiative relating 
to reparations and inter-governmental debts, 
and as a consideration for such agreement 
France would make no immediate withdrawals 
of gold from New York. Since the alleged 
agreement was made France has withdrawn 
more than $500,000,000 in gold from this 
country—something entirely within its rights, 
as the gold belonged to France. Of course, 
if any such bargain was made, it should have 
been kept. 

In his concluding chapter the author de- 
fends a possible repudiation of debts to this 
country, in the absence of further reparations 
receipts from Germany. On this subject he 
says: 

“So long as Germany pays a penny in 
reparations to either France or any of her 
creditors, the United States is morally as well 
as legally entitled to that penny. If, however, 
reparations payments cease completely, either 
by cancellation or repudiation, the United 
States will cease to have any moral right to 
insist on the payment of war debts. If she 
insists, no blame can be attached to her debt- 
ors if they repudiate their obligations. The 
United States itself has provided an excellent 
precedent by repudiating the debts of the 
Southern States. Shielded by the technicali- 
ties of her Constitution, the Federal Govern- 
ment has always refused to consider the claim 
of the creditors of the defaulting states. It is 
true that technically the Federal Government 
is not responsible for these debts.” 

It is not merely “technically true” that the 
Federal Government lacks responsibility in 
this case, but it is legally and morally true. 
As the Federal Government exercises, and 
can exercise, no control over the creation of- 
debts of the respective states, it can have no 
responsibility for their payment. This fact 
should have been known to the original pur- 
chasers of the defaulted securities, whatever 
may be the information possessed by their 
present “innocent” holders. 

To make the Federal Government respon- 
sible for state debts would be to remodel our 
entire system of dual government, and that is 
something clearly beyond the competence of 
the author of this interesting volume. 

Justification for repudiation of Europe's 
debts to the United States because some 
Southern States repudiated their debts nearly 
a hundred years ago is about as logical as for 
these Southern States to justify their repudia- 
tion because an English King had borrowed 
all the money he could from his Hebrew sub- 
jects, and when they demanded payment they 
were expelled from the country! 

Finance and Politics is an intensely inter- 
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For Safety and Profit in Your Investments 


READ 


The Commercial Paper Market 


by ROY A. FOULKE 


Industrial Specialist of R. G. Dun & Co. 


In this book you will find startling figures comparing commercial paper 
with other forms of investment, as regards both safety and yield. 
You will find an analysis of commercial paper and the open market 
from the banker’s point of view, and from the viewpoints of the seller 
and broker, as well. You will get a comprehensive idea of the entire 
scope of the commercial paper market; will find detailed explanations 
of its organization and operation; will learn the advantages of com- 
mercial paper as an investment for the banker who desires the utmost 
in safety and yield. 


Read what these men say of the book: 


“This book is the best exposition of the subject which I have read and I think 
all bankers who buy commercial paper will find a great deal of interest as 
well as profit in it”"—W. G. Wilmet, vice-president Hibernia Securities Com- 
pany, Inc., New Orleans. 


“I wish that this might be read by a great many bankers that have overlooked 
to date this form of investment.”"—R. H. Mabbatt, vice-president Lane, Roloson 
& Co., Inc., Chicago. 


“Gives the information which the prospective seller or buyer of commercial 
paper would like to have if he is not already thoroughly familiar with the 
way the system operates.”—S. C. Wise, of Burr, Stevens & Company, Inc., 
St. Louis. 


Price $2.50 265 Pages 
FILL OUT AND RETURN 


BANKERS PUBLISHING COMPANY, 

185 Madison Avenue, New York, N. Y. 
Gentlemen: You may send me on approval without cost or obligation a copy of 
“The Commercial Paper Market” by Roy A. Foulke. At the end of 10 days I will 
either send you my check for $2.50 or return the book. 


{ ] Check is enclosed. { ] Send C. O. D. 
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esting book. Its author is one of the most 
brilliant and best informed writers in the 
ficld of international finance. He is the author 
of several works on banking and finance 
clearly establishing his authority on these 
subjects. The present volume would have 
had higher claims to respect among the judi- 
ciallyyminded had much of the bitterness 
which mars its pagés been omitted. But the 
author wrote on the eve of the Lausanne Con- 
ference, and his purpose was to bring about 
a more conciliatory attitude on the part of 
France—certainly a laudable object. Whether 
his drastic method of handling his subject was 
calculated to achieve that end is at least a 
debatable question. 


THE FINANCIAL AFTERMATH OF War. By 
Sir Josiah Stamp. New York: Charles 
Scribner’s Sons. $1.75. 


THE author of this volume is an economist 
of great ability, and he has the happy faculty, 
denied to many economists, of expressing his 
ideas with great lucidity. His writings also 
— another conspicuous merit, that of being 
air. 

In this book the find much 


reader wil 


sound information relating to economic prin- 
ciples in general and more in regard to the 
problems arising during and since the Great 


War. 
Here is one statement in the book worthy 


of careful attention: “Deflation is only nec- 
essary because of prior inflation, which can- 
not be held at a fixed point but must go 
ever upwards.” It is especially commended 
to those now advocating a policy of inflation 
as the remedy to be applied here and to the 
Federal Reserve bent upon practicing such a 
policy. If deflation results from inflation, and 
if the latter must go ever upwards, inflation 
is something to be shunned as a pestilence. 

Sir Josiah’s statement that the “inability to 
control gold as the basis of value is the fun- 
damental cause of all our depressions,” is 
something with which many economists will 
not agree, nor will they accept his position in 
regard to the quantitative theory of money. 
There has not been, for example, any such 
decrease in the production and available sup- 
ply of gold as would explain the existing low 
price level. 

Primarily, the author is dealing with finan- 
cial problems arising from the war. As to 
reparations, he says: “The real mischief as 
regards the reparation problem is that no 
responsible body has ever been given the 
task of determining the total Germany is able 
to pay in production of goods and services.” 

The matter of the repudiated debts of cer- 
tain Southern States is rather oddly dragged 
into a discussion of debts between govern- 
ments. “It is a curious comment upon the 
Federal Constitution which would not let us 
take political action for our debts and would 
not recognize them itself.” This provision 
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of our Constitution was not concealed from 
those who bought these securities at the time. 
Why did they disregard it? 

Upon the whole this is one of the most 
valuable contributions yet made to the eluci- 
dation of post-war financial problems, admi- 
rable for its clearness and fairness. 


Wuat aA Lire INsurRANCE MAN SHOULD 
Know Asout Trust Business. By Gil- 
bert Thomas Stephenson. New York: F. 
S. Crofts @ Co. $1.25. 


SINCE a considerable percentage of the out 
standing life insurance in the United States 
has been assigned to trust institutions as 
trustee-beneficiaries under life insurance trust 
agreements, it has become well-nigh essential 
for a life insurance man to have a working 
knowledge of trust business and for a trust 
man to have a like understanding of life in- 
surance. The first of these needs is admi- 
rably supplied by this volume and the second 
is in the course of being fulfilled. 

The inter-relations between these two forms 
of business are well known, and a better 
understanding of these relations on both sides 
will be mutually advantageous. 

This volume will supply the life insurance 
man with valuable information which will 
enable him to give better service to his clients. 
It is a book of practical worth also to trust 
institutions. 


BUSINESS ORGANIZATION AND CONTROL. By 
Charles S. Tippetts, Ph.D., and Shaw 
Livermore, M. B. A. New York: D. Van 
Nostrand. $3.74, 


INTENDED as a text book for college students, 
this book presents, discusses and evaluates the 
various types of business enterprise under 
which business men organize and carry out 
their profit-seeking activities. 

Starting with the simplest possible type of 
business organization, the proprietorship, the 
book continues with forms of increasing com- 
plexity—the partnership, the joint stock as- 
sociation, the corporation and the holding 
company. In the second part of the book 
are discussed combinations, trusts and ‘con- 
centration of control. The rise of the com- 
bination movement with its causes and ef- 
fects is portrayed and the attempts made to 
check it are discussed. The book concludes 
with a discussion of future public policy. 

“We have endeavored, throughout,” say 
the authors, “to test our conclusions by the 
touchstone of social welfare.” 


REGULATING AN INDusTRY. By A. H. Stock- 
der. New York: Columbia University 
Press. $2.50. 


In view of the conditions in our own coal 
industry, this volume is of particular interest, 
for it contains a thorough study of the eco- 





A Completely Revised Edition of 
That Banking Classic— 


THE ENCYCLOPEDIA OF 
BANKING AND FINANCE 


By GLENN G. MUNN 


H ERE, in a single compact volume, is the gist of hundreds of books on 
every phase of banking and finance. In authoritative, quick ref- 
erence form, it offers busy bankers and financial executives just the informa- 
tion they need to answer the questions that arise in their daily work. 


The book contains a _ tremendous 
amount of organized information: clear 
explanations of 3400 subjects; complete 
texts of important banking laws; much 
special matter which the financial execu- 
tive uses many times each month. 


For years this volume has been the 
standard reference work in its field. In 
previous editions, thousands of copies 
have been sold. Now—because of impor- 
tant changes which have recently taken 
place — this new edition becomes indis- 
pensable. It offers many more pages than 
any previous edition, discusses scores of 
new subjects, and elaborates or revises 
those which have already appeared. In 
it, the various banking laws—as well as 
all bibliographies—are brought up-to-date. 


The original work, as well as the revi- 
sions here presented, have both taken 
years in preparation. The author — with 
a staff of assistants — made an extensive 

check of works in the field to make sure that all the relevant material they pre- 
sented was here incorporated. Then he carefully revised and enlarged his original 
findings. To guarantee accuracy, six different authorities checked’ the portions of 
the work covering their respective fields. 

The Encyclopedia is arranged alphabetically by subject, thus providing an 
automatic index. Cross-referencing is widely employed. The reader is therefore 
assured of having access to ail phases of his subject — and in a minimum of time. 

Everyone connected with banking and finance will find the book an indis- 
pensable working tool. It may be examined without cost or obligation. Just fill 
out the coupon below. 


- -----Free Examination Coupon - - - - - - 


BANKERS PUBLISHING COMPANY 
185 Madison Avenue, New York, N. Y. 


Gentlemen: You may send me, without cost or obligation, for free examination, 
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($7.50 per volume) or return the book (s). It is understood that I may pay in 
three monthly installments if I prefer. 
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nomic and social results of the Rhenish- 
Westphalian Coal Syndicate, which was or- 
ganized in 1893 under conditions similar to 
those which at present prevail in the same 
industry in the United States. The book is 
divided into five chapters: Growth and De- 
velopment of the Rhenish-Westphalian Coal 
Syndicate, 1893-1930; Control of Production; 
Market Policy and Regulation of Distribution; 
Regulation of Prices; Labor Policy. A sixth 
chapter presents in brief form the conclusions 
formed from the material presented in each 
of the preceding chapters. 


HANDBOOK OF New York City BANKS. 
Edited by F. Edmonds Tyng, Jr. New 
York: Overseas Statistics, Inc. Per year 
(four editions), $6; per copy, $1.75. 


THE latest edition of this book, with figures 
as of December 31, 1931, lists in alphabetical 
order all of the banks operating in Manhat- 
tan, Brooklyn and the Bronx as of that date. 
Data of each bank include history, mergers 
and capital changes; affiliates; branches; earn- 
ings; annual meeting; dividend record; mar- 
ket record; resources; liabilities; names of 
directors with their affiliations. 


HicH AND Low FINANCIERS. By Watson 
Washburn and Edmund S§S. De Long. In- 
dianapolis, Ind.: The Bobbs-Merrill Com- 
pany. $2.50. 


From their experience in the Bureau of Se- 
curities, which is part of the office of the 
Attorney-General of New York, the authors 
acquired information which qualified them to 
tell of the devices used in the stock-swindling 


game. It is quite an interesting story they 
tell, though revealing an incredible credulity 
on the part of those who are victimized, not 
once but repeatedly, and by the same shady 
operator. The childlike trust with which 
large sums of money are confided to abso- 
lutely unknown persons for “investment” is 
here displayed by manv concrete instances, 
with most unhappy results. If these foolish 
“investors” are capable of learning anything, 
they will find some excellent instruction in 


this book. 


AGAINST REVOLUTION. By Gilbert Seldes. 
New York: John Day. 25 cents. 


In his last two paragraphs the author of this 
27-page pamphlet outlines his purpose and 
gives a summary of the thought presented 
in his book. ‘The purpose of this pamphlet,” 
he says, “is to put revolution on one side 
and all other proposals on the other. - The 
one thing of which I am fairly certain is that 
no proposals can be of any service so long 
as two ideas remain in the public mind. One 
of these ideas is that the panic was inevitable, 
and the other is that the revolution is inevi- 
table. . . . We brought the panic upon our- 
selves by bad thinking. We can save our- 
selves from revolution only by good thinking.” 
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While Mr. Seldes is opposed to revolution, 
he holds no brief for the present economic 
system. “The profit system,” he says, “was 
not a good system because, as a general rule, 
it concealed its deficits. It reported enormous 
profits and omitted underpayment, in the bad 
years, and unemployment even in the good 
years. There was no room on the schedule 
of expenses for the human factor, the unin- 
sured, the discharged at forty, the over- 
worked. These were charges which the state 
or the community took over. 

No matter where you may stand on eco- 
nomic questions, you will find this pamphlet 
well worth reading. 


A PRIMER OF Money. By Donald B. Wood- 
ward and Marc A. Rose. New York and 
London: McGraw-Hill Book Company, 
Inc. $2.00. 


You may have been looking for a book that 
would give you the desired information, in 
plain English, about the monetary system— 
the gold standard, banking crises, bimetal- 
lism, inflation, deflation, ete. Here it is. The 
attempt has been to set forth the principles 
of money, credit and banking in the clearest 
possible language, and the attempt has ad- 
mirably succeeded. The preface has this can- 
did statement: 

“In presenting summary outlines of impor- 
tant monetary theories, the views of many 
schools are set forth, together with the argu- 
ments advanced by opponents. In this ticklish 
business, our ambition is to please no one, to 
be thwacked by both sides—best proof of 
impartiality.” 

Striving to please no one, the authors have 
succeeded in pleasing everybody. This does 
not mean that the authors are without convic- 
tions, but they have tried consistently “not 
to let them peep out.” For this reason the 
advocates of particular theories relating to 
money and banking will find little confirma- 
tion of their views, but the impartial student 
will find a clear and fair statement of both 
sides. The fact that the book is called a 
primer need not repel the banker who thinks 
he knows all about money and banking. It 
is one of the few volumes on these subjects 
that can be read without a headache. 


Tue BANKING SysTEMS OF GREAT BRITAIN, 
FRANCE, GERMANY AND THE UNITED 
STATES OF AMERICA. By Kenneth Mac- 
kenzie. New York: Macmillan. $1.40. 

Tus book presents in convenient form the 

pertinent facts concerning the banking sys- 

tems of several of the leading countries of the 
world. The information given is up-to-date 
and is well arranged. The banking system 
of each country is taken up separately, first 
as a whole, and then each of its types of 
banks is discussed. Much of the material was 
previously published in the Scottish Bankes’ 
Magazine. eee 
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Ir I Were A BANK PRESIDENT. By R. E. 
Porter. New York: Rand McNally & Co. 


In this volume of modest size the author has 
set forth “constructive observations for bank 
executives of today and tomorrow.” These 
observations are made from a practical point 
of view, for the author has filled various 
banking positions from office boy to officer. 
His suggestions, which are made in consider’ 
able detail, are rather idealistic but not im- 
practicable, and are all the more worthy of 
attention for their high standard. Whatever 
may ail our banking systems as a whole, they 
are not suffering from an unsuccessful attempt 
to follow counsels of perfection. 

The first chapter of the book relates to 
bank policies, in which are included the fac’ 
ing of facts, open mindedness, banking friend- 
ships, caution, use of the bank as a stabilizing 
force, mutual confidences with depositors and 
the duty to prosper. 

In the second chapter, leadership among 
the bank's personnel is discussed, with empha- 
sis on the spread of information, the stimula: 
tion of education, fostering of health, instilling 
of a sense of progress, development of team: 
work, and the creating of customer conscious: 
ness in all employes. 

Five-year plans for the bank itself and for 
its customers are discussed in chapter three. 

Chapter four goes into the details of timed 
activities for bank presidents and their asso- 
tiaté officers, while standard procedures for 
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—this book stands alone——“ a thorough and 
systematic treatise in a field as yet virtually un- 
.”— American Banker. 


it will tell you how 
the Par Clearance System 


—whether you charge exchange or remit at par.. 
charge exchange, the system is taking away some of your 
profits by driving your customers to par remitting banks. 
It you remit at par, the exchange-charging banks are 
taking an unfair advantage of you, by charging exchange 
on their own checks, and collecting yours at par. Do 
you know how the par clearance system originated? Do 
you know the economic saving it has accomplished? Do 
you know how widespread it is? You need all these facts 
to make a rational decision. whether your bank shall con- 
tinue its present policy or change. 


The Clearing and Collection of Checks 


By WALTER E.SPAHR ‘*, 


You can order this book on 5 days’ approval from the 
Bankers Publishing Co., 185 Madison Ave., N. Y. $3.00 


affects your bank 
If you 


You will find them in 


employes throughout the modern bank are 
discussed in chapter five. 

The plans and policies which the author 
advocates are calculated to assist in the devel- 
opment of safe and profitable banking, mak- 
ing this a contribution of practical helpfulness 
to the banker desiring to make his bank better. 


ECONOMIC POLICY COMMISSION 
REPORT 


A REPORT of the Economic Policy Commis- 
sion of the American Bankers Association, 
covering the subjects of bank failures, branch 
and group banking, bank investment affiliates, 
guaranty of deposits and the Glass banking 
bill, has been issued in pamphlet form. 


NEW BOOKS 


Wuat Price WALL Street? By Forrest 
Davis. New York: William Godwin. $3. 


THE Wortp’s Economic Crisis AND THE 
Way oF Escape. By Sir Arthur Salter, 
J. M. Keynes, Sir Josiah Stamp, Sir W. H. 
Beveridge, Henry Clay and Sir Basil Black- 
ett. New York: Century. $1.75. 


WHat A Lire INsuRANCE MAN SHOULD 
Know Asout Trust Business. By Gilbert 
T. Stephenson. New York: Crofts. $1.25. 
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F THERE is any one thing which everybody wants to know, 

it is the way out of depression. As a consequence, every 

banker will want to read Witit1am G. Browny’s article, 

“Depression—the Way out,” which begins on page 121 of 

this issue. Mr. Brown says that “we in the United States 
have major fundamental and international problems to be settled 
before we can expect this time to lay a sound, permanent founda- 
tion for lasting confidence.” Among these problems he lists 
uncommercial political debts, German reparations, tariff, arma- 
ment expenditures and high government costs of operation. “We 
will,” he says, “have to wipe out inter-allied debts or practically 
eliminate them and German reparations will have to be reduced 
substantially to a point where Germany will be able to pay with 
her exports. Armaments will have to come down all over the 
world. . . . Tariff walls from one end of the world to the other 
will have to be cut down in order to make for a free flow of trade 
among nations. Governments throughout the world have gone 
crazy with waste, inefficiency and mounting costs. ... Until 
these big fundamental problems, mainly international in their 
scope, are definitely on the way to settlement, world confidence 
cannot be restored and no sustained revival of general business 
is possible in either this or any other country.” 


Wuat A countTrY banker thinks of the proposals embodied in 
the Glass Bill is told by one of them, A. H. Eck ies, president 
of the Planters Bank & Trust Company of Hopkinsville, Ky., 
in an article, “A Country Banker Looks at the Glass Bill,” which 
begins on page 135. Mr. Eckles approves of the provision which 
calls for the separation of banks from their security affiliates, 
opposes the plan for the Federal Liquidating Corporation, which 
he characterizes as a deposit guaranty measure under another 
name, and opposes the branch banking provision. Of the bill as 
a whole he has this to say: “It is a very lengthy document 
(15,600 words) and reads as though it were another ‘noble 
experiment.’ It attempts to make us bankers ‘good’ by statute. 
Whether such a hard-hearted, hard-headed aggregation can be 


converted and made to see the light even through a ‘Glass Bill’ is 
a debatable question.” 


WHATEVER MAY be their opinions on chain banking, bankers will 
be interested in chain hotel operation as it is described by Rayrat 
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Hirz, president of the Hotel New Yorker and of National Hotel 
Management, Inc. In an article, “What About the Hotel Busi- 
ness?” beginning on page 127, Mr. Hitz describes the economies 
that may be effected through chain operation in hotels. The hotel 
industry is seventh in size in the United States, with an invest- 
ment of five billion dollars, and thus its prosperity is of impor- 
tance to bankers, many of whom are either directly or indirectly 
interested in its financing. 


WHILE EVERY BANKER is interested deeply in the answer to the 
problem mentioned above, i. e., how to end depression, the same 
bankers are even more deeply concerned with keeping their own 
institutions on a firm basis. For this reason they will want to 
know the answer to the question asked in the title of an article 
by Epear Hicerns, an authority on bank investments, “What 
Should a Banker Do About His Investment Bond Account?” 
The question is answered concisely and definitely by Mr. Higgins 
in an article beginning on page 151. This is the first of a series of 
articles by Mr. Higgins on the subject of bank investments which 
will appear in future issues of THE BANKERS MAGAZINE. 


THE rates charged for insurance against burglary and robbery 
are often called too high by the bankers who are obliged to pay 
them. But there is another side to the question. The position of 
the insurance companies in regard to rates is presented by 
R. A. Aerie, of the National Surety Company, in an article, 
“Insurance Rates for Banks,” which begins on page 133. “When 
the bank robbers are gone,” says Mr. Algire, “and the employes 
are liberated from the vault and their hands are untied and they 
go back to their papers to get out the insurance policy, the 
question of premium is not uppermost in their minds. The ques- 
tion then is, I want to get my draft for my loss and I am mighty 
glad I have insurance in a good company. Manifestly the only 
way to accomplish that is for the rate to keep step with the losses.” 


How THE Dry Dock Savings Institution of New York City is 
providing for the retirement on pension of its employes is ex- 
plained in an article, “Pension Plan for Bank Employes,” which 
begins on page 140. . . . The question of whether or not with- 
drawal notices should always be required on time deposits is 
discussed on page 148. ... Read the answers to bank credit 
problems, written by an expert on that subject, beginning on 
age 147.... The latest in how banks are advertising is 


wdeseribed beginning on page 179. 





